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SEPOKT ON COITON YARN AND CLOTH PRICES. 

(a) Its history ,—At the outbreak of the 'war in 1939, prices of 
cotton manufactures began to rise. This up- 
prices^^^^ ward movemexit was moderate during the first 

year of the war, the Economic Adviser index 
number for wholesale prices of cotton manufactures having risen from 
100 during the week ending 19th August 1939 (base) to 113 during the 
week ending 17th August 1940. Thereafter, prices began to rise rapid¬ 
ly, and during the week ending 16th August 1941, the index number 
stood at 197. During the next 10 months the movement was again 
moderate, the average index number for June 1942 being 212. In the 
meantime, towards the close of the year 1941, Ja]3an had entered the war 
and there, was consequently a cessation of imports of cloth arid yarn 
from that country. The effect of this factor on the prices of cotton manu* 
factures became noticeable for the first time in July 1942, the index 
number for that month having shot up to 242. Thereafter, prices rose 
rapidly from month to month. The index number rose to 300 in Octo¬ 
ber, 339 in November and 414 in December. A IXirther series of advances 
in prices began in February 1943, when the index number was 427. 
By April 1943, the number went up to 469 and by June 1943 to 513. 
At this stage Government felt that there was an urgent necessity of con¬ 
trolling the prices of cotton yarn and cloth. After prolonged discus¬ 
sions with the representatives of the industry, the Cotton Cloth and 
Yarn Control Order was promulgated in June 1943, whereby price con¬ 
trol was introduced. The first step to reduce prices was taken in August 
1943, when, with the concurrence of the industry’s representatives, the 
ex-mill ceiling prices of 12 varieties of cloth were fixed at about 40 per 
cent, below the market prices then ruling, and the mills were asked to 
charge these reduced prices. This measure, however, was not compre¬ 
hensive ; its effectiveness depended on the good faith of the mills, be- 
cans'e there was nothing to prevent them fro.m continuing to charge such 
prices as they liked. In December 1943, therefore, control prices were 
fixed for all varieties of doth and yarn for the first time and an order 
was issued to the mills to stamp these prices on the clotl\ pieces and 
yarn bundles. Successive reductions -in these control prices were made 
•by Government with the concurrence of the Iiidustry’s Committee of 
the Textile Contro] Board in March 1944, June 1944, September 1944, 
February 1945 and November 1945. The reductions made during the 
years 1943-45 were appreciable. The Economic Adviser’s index num¬ 
ber for cotton manufactures came down from the peak of 513 in June 
1943 to 262 in December 1945, indicating that the prices had been re¬ 
duced on an. average by about 50 per cent, from the peak level. A new 
schedule of realisation multipliers for fixing grey cloth prices based on 
the overall reduction of prices mentioned above was introduced from 
1st February 1946. The ex-mill prices based upon this schedule remain¬ 
ed unchanged till 1st December 1947. The ex-mill ceiling prices for 
yarns were revised on 6th April 1946, which also remained unchanged 
till 1st December 1947. On 19th January 1948, there was a consider¬ 
able relaxation in the control over yarn and cloth, and the fixing of 
prices was left to the industry, but the stamping of prices of yarn and 
cloth continued. The industry issued a new schedule, which showed in¬ 
creases in price by 6| per cent, in respect of superfine, 12'| per cent in 
respect of medium and fine and 25 per cent, in respect of coarse varieties. 
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On 24th April, controi over the price.s and distribution of yam and 
cloth was entirely lifted. And there was a sharp rise in prices which 
were reported to be 50 to 200 per cent, higher than the control prices 
fixed and stamped by the industry after 19th January 1948. 

(b) Basis of price adj'ustmenis. —It is important to note that the 
control prices for cotton yarn and cloth during the period in question 
were not based upon any adequate cost investigation. To start with, the 
prices of the principal categories of yarn and cloth then ruling in the 
market were taken as the base prices. These base prices were progres¬ 
sively reduced from time to, time as a result of discussions between 
Government and the Industry's Committee of the Textile Control Board. 
The prevailing cotton prices, changes in wage levels and taxation rates, 
variations of profits as disclosed by the published balance sheets of 
cotton mills and, more generally, the need for affording relief to consu¬ 
mers and for counteracting inflationary forces, were the factors con¬ 
sidered in these discussions regarding alteration of prices: Thus, al¬ 
though the prices of cotton yarn and cloth had been reduced to an appre¬ 
ciable extent from their peak levels, neither Government nor the public 
had any means of judging whether these reductions were adequate and 
whether the control prices were not still excessive. 

(c) Industry's demand for an increase in the prices of cloth and 
yarn, —The reduction in the prices of yarn and cloth made in November 
1945 was heavier in the case of coarse and medium varieties of cloth 
than in that of fine and superfine varieties, mainly because the prices of 
Indian raw cotton had declined during the months of September, Octo¬ 
ber and November 1945. Soon, however, the prices of Indian raw cotton 
began to rise and the Industry's Committee asked for an increase in 
the ceiling prices of coarse and medium qualities of yarn and cloth. 
Moreover, under the new Factories Act of 1946, the hours of work for 
factory workers were reduced from 9 to 8 hours per shift with effect 
from 1st August 1946. The Industry's Committee of the Textile Con¬ 
trol Board argued that a reduction iii working hours without a corres¬ 
ponding reduction in wages would automatically increase the nianufac- 
turing costs and that, with such increased costs, the manufacture of 
coarse and medium varieties of yarn and cloth at the then existing level 
of ceiling prices would become unremunerative. It was stated by the 
Committee that unless the prices of coarse and medium yarn and doth 
were increased, the manufacturers would be compelled to change over 
to finer counts, which had become more remunerative, and that such a 
shift would result in a fail in the overall production of cloth. At the 
same time, the Committee offered a small reduction in the prices of the 
fine and superfine varieties. Government, however, considered it in¬ 
opportune to make any upward revision in the prices of coarse and 
medium cloth. A suggestion was made to the industry for the working 
of a scheme of equalisation fund, whereby coarse and medium doth pro¬ 
duction could be subsidised by a levy on fine and superfine varieties of 
cloth. The Industry’s Committee, after prolonged discussion, found 
.such a scheme undesirable and unworkable and adhered to the original 
demand for an increase in the prices of coarse^and medium varieties of 
cloth. As ^>ublic opinion in the country had been prejudiced by the high 
profits made by the industry during the latter part of the war, Govern¬ 
ment thought it undesirable to sanction any increase in the prices of 
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coarse and medium yarn and doth, without a thoroiUgh. inquiry into the 
cost of production. They, therefore, appointed an Ad Hoc (Depart¬ 
mental) Committee on 1st March 1947 to review the structure of yam 
and clotu prices and recommend measures for an increase in produc¬ 
tion. This Committee formulated a “ Standardisation Scheme ”, where¬ 
by it was propo.'-ed to increase the output by reducing the types and 
varieties of cloth and yarn produced by the mills. It was also proposed 
that the average counts produced by the mills should be lowered by 
approximately 10 per cent. It was expected that by lowering the aver¬ 
age counts of yarn spun by the mills, production of doth could be in¬ 
creased by about 800 million yards per year. The Ad Hoc Committee 
also recommended a revision in the structure of cloth and yarn prices. 
It was proposed that the prices of coarse and medium counts of yarn up 
to 36’s should be increased, but that those of higher counts from 40’s 
upwards should be reduced by varying amounts. The proposed in¬ 
creases in the prices of coarse and medium varieties of cloth and yarn 
were meant to compensate for the increase, in the prices of Indian raw 
cotton and in wage.s, so that the production of coarse and medium cloth 
and yarn might be made remunerative and thereby the tendency of the 
tnilVs to go ‘ finer ’ might be checked. Before taking a decision on these 
recommendations of the Ad Hoc Committee, Government referred the 
Committee’s Report to the Commodities Prices Board, for its comments. 
The Board expressed the view that an adequate ease had not been made 
out for an increase in the price of coarse and medium cloth and yarn, 
but suggested that, if any adjustments were found to be necessary to 
make coarse and medium cloth and yarn sufficiently remunerative, it 
shou’d be brought about by instituting an equalisation fund, whereby 
a levy might be put on fine and superfine varieties and its proceeds uti¬ 
lised to subsidise the production of coarse and medium varieties. 

(d) Rsference to the Tariff Board.—After considering the Reports 
of the Ad Hoc Committee and the Commodities Prices Board, Govern¬ 
ment came to the conclusion that the matter required a further investi¬ 
gation. Accordingly, the case was referred to the Tariff Board in Reso¬ 
lution No. 88(T)-Tex.ll47, dated 17th November 1947, of the Ministry 
of Industry and Supply, Government of India. SoblT afterwards, how¬ 
ever, Government decided on a policy of gradual decontrol of com¬ 
modities, and in pursuance of that policy, they announced on 19th Jan¬ 
uary 1948 their decision to make considerable relaxation in the control 
over cloth and yarn. The standardization scheme, as originally contem¬ 
plated, was not enforced! The fixation of ex-mill and retail prices was 
left to the industry, but these were stamped on yarn and cloth. The 
equalfcatiou fund. was closed. The system of cloth quota holders was 
abolished, and the distribution of cloth was restored to normal trade 
channe’s. Although the fixation of prices was now left to the industry 
itself, Government decided that the Tariff Board inquiry into the prices 
of cotton cloth and yarn should continue, with a view to enabling Govern¬ 
ment and the public to satisfy themselves that the consumer was not 
charged a higher price for cloth than was justified. A further step in 
the decontrol' of cloth and yarn was taken on 24th April 1948, when 
Government decided that, with immediate effect, the stamping of _ ex¬ 
mill and retail prices of cloth should be discontinued. The regulations 
regarding the movements of cloth and the tex-marking were, however, 
continued. Control over distribution of yarn was also diseontinued. 
LSISITBB 
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Control over the distribution of mill stores was, however, retained, ex¬ 
cept as regards dyes and hydro-sulphide of soda, which were allowed 
to move freely through normal trade channels. It will thus be^seen that 
the control over distribution and prices of cloth and yarn, which had 
been introduced in December 1943, was now almost completely lifted. 

2. (a) The original terms of reference to the Board, as contained. 

in Government of India, Ministry of Industry 
Terms of reference. and Supply, Resolution No. 88(T)-Tex.ll47, 

dated 17th November 1947, were as follows 

‘‘ (i) To inquire into the cost of X;)roduction of the various types 
of cloth and yarn produced, and to recommend fair ex- 
. mill prices to be paid for cloth and yarn, with special 
reference to the changes created by the introduction of the 
Standardization Scheme. 

In making their recommendations, the Board will keep in mind 
the desirability of maintaining the production of all mills 
at the maximum level, while at the same time ensuring that 
the profits of the more efficient units wdll not thereby be¬ 
come excessive. If the Board consider that it would be 
impracticable to settle a level of prices which would 
balance these two requirements, they may consider whether 
prices cannot be kept down to reasonable levels with a 
subsidy or similar relief to, sections or units of the indus¬ 
try whose production cannot o^erwise be maintained. If 
special circumstances ai)ply to mills engaged in the pro¬ 
duction of yarn alone, the Board will take those circum¬ 
stances into consideration when making their recommenda¬ 
tions. 

(ii) To advise on the adjustment to be made from time to time 

to the ex-mill prices reeoinihended by them for cloth and 
yarn, so as to allow for fiiictuatians in the prices of raw 
cotton and in other elements of the cost of production. 

(iii) In the event of subsidy^ or other relief being recommended 

for certain sections or units of the Industry under (i) 
above, to suggest w^ays and means of finding the necessary 
funds. 

(iv) To recommend in what forms the co-operation of labour 

should be secured in order to increase production and eli¬ 
minate waste or leakage. 

(v) To advise Government generally on the existing system of 

control on production and distribution of cloth and yarn, 
and on its continuance.^’ 

(b) Consequent on the decision of Government on 19th January 
1948 to make considerable relaxation in the control of cotton cloth and 
yarn, the details of which have been mentioned earlier, the scope of the 
Board’s inquiry was narrowed. In the first place, the estimate of fair 
ex-mill prices of cloth and yarn was no longer required to he related to 
the Standardization Scheme. Secondly, the 'Board was not now re¬ 
quired to advise Government generally on the control of production and 
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distribution o£ cloth and yarn, and its continuance. This necessitated 
a change in the Board ^s terms of reference. The revised terms of refer¬ 
ence were notified in the Commerce Ministry’s Resolution No' 28-T(46)j. 
47, dated 6th March 1948. The revised terms are as follows ;— 

(i) To enquire into the cost of production of the various types 
of cloth and yarn produced and to estimate fair ex-mill 
prices of cloth and yarn ; and 

(ii) To devise a suitable method for necessary adjustments from 
time to time in the fair ex-mill prices of cloth and yarn so 
as to allow for major fluctuations in the prices of raw 
cotton and other elements of cost of production.’* 

3, The purpose and scope of this inquiry must be interpreted with 
reference to the circumstances in which the in- 
Purpose ana scope of quiry was instituted. Those circumstances have 
Inquiry. been explained earlier. It will, however, be 

convenient to recapitulate them here. During 
the period from December 1943 to March 1947,. the control prices of 
cloth and yarn were fixed practically on the basis of the estimates made 
by the Industry’s Committee of the Textile Control Board. The Ad 
ffoc Committee recommended an increase in the prices of coarse and 
medium varieties and a reduction in those of fine and superfine varieties. 
The Commodities Prices Board, however, did not favour any such in¬ 
crease in the prices of the coarser and medium varieties but suggested 
that if an increase was considered necessary, an equalisation fund should 
be instituted to subsidise the production of coarse and medium varieties 
by a levy on fine and superfine varieties. Subsequently, in January 
1948, Government partially decontrolled cloth and yarn and left the 
fixation of prices to the industry itself. Some three months later, on 
24th April 1948, the prices of cloth and yarn were completely decontrob 
led. There wai: immediately an enormous increase in the prices of yarn 
and cloth. In the meantime, six Bombay mills, viz,, Bombay Dyeing, 
Tata, Swadeshi, David, Edward and Simplex, announced that the prices 
at which they were selling their standard cloths in bulk to wholesale 
merchants were not more than 45 per cent, above the prices fixed on 
January 20, 1948 (vide Sundav News of India, 9th May, 1948). Govern¬ 
ment took a serious view of this extraordinary increase in prices imme¬ 
diately after decontrol. There were also complaints from the public 
practically throughout the whole country that the prices ruling after de¬ 
control were excessively high and beyond the reach of the common people. 
Mil^-owners in their turn reph‘ed that the ex-mill prices charged by them 
were fair and reasonable, that the prices charged in their fair price shops 
not excessive and tiirit if the retail lU'ices actually paid by the con¬ 
sumer-^ in the market had become excessively high, the millowners could 
not be held responsible for it. On the other hand, the representatives 
of cloth merchants and dealers stated that even during the period of 
partial decoutro" from Jannarv to April 1948, many mills had been 
charging prices higher than the stamped prices, that quite a number of 
mills in expeetation of decontrol had not stamped and releas^ed the cloth 
produced in the latter part of the control period, and that some mills at 
any rate had been sellijjg cloth at different prices to different sets of 
customers. In -the mid^'t of these charges and counter-charges by the 
mills on the one hand and the merchants and dealers on the other, it 
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Was extremely difficult for Government and the public to judge whether 
the prices charged at different stages of distribution were fair or ex¬ 
cessive, and if they were excessive at some or all of the stages of distri¬ 
bution, who. were the parties exactly responsible for it. The object of 
this inquiry is, therefore, to find out whether the prices fixed at differ¬ 
ent periods during control and those charged by the mills and distri¬ 
butors after decontrol have been. fair to the producers and distributors 
on the one hand and to the consumers on the other. For this purpose, 
we have carried out a detailed investigation into the cost of x)roduction 
of certain principal categories of cloth and yarn at 16 representative 
mills located in different regions of the country. Our cost investigation 
covers three different periods : (i) January-June 1947, the latest period 
for which the details of cost could be collected from the audited accounts 
of the mills concerned, (ii) January 1948, when cloth and yarn prices 
were partially decontrolled and the fixation of prices was left to the in¬ 
dustry itself, and (iii) April 1948 when control was lifted. We have 
framed a schedule of fair ex-mill prices of the principal categories of 
cloth and yarn for each of these three periods. The method of analysing 
cost and preparing estimates of fair- ex-mill prices is explained at length 
later in the Report. It may be stated here that while the estimates for 
the first period are based upon tliQ actual cost data collected from the 
audited accounts of the mills concerned, the estimates for the second 
and third periods bring the cost data of the first period up-to-date by 
making necessary adjustments for changes in the prices of raw cotton, 
stores and wages. We then compare the schedule of the estimated fair 
ex-mill prices with the schedule of the ex-mill prices as fixed by the 
Textile Commissioner in the first period, by the industry in the second 
period, and by the mills individually in the third.period. In order to 
give a clear and complete picture, we have set down side by side our 
estimates of fair ex-mill prices and the ruling prices of different periods. 

4. On 19th December 1947, the Board issued a preliminary question¬ 
naire to 59 mills, all over the country;, inquiring 
Method of enquiry, about the types of cotton cloth and yarn pro¬ 

duced by them. This information was required 
to enable the Board to select a few mills for costing. In making the 
selection, the Board took into consideration the size of the mills as well 
as the types of cloth and yarn produced b}’' them. There are more than 
400 cotton textile mills in India. But, it ‘was not feasible to cost all the 
mills, nor was it necessary .to do so, in order to obtain data for estimat¬ 
ing fair ex-mill prices of the principal categories of cotton cloth and 
yarn. It was enough for this purpose to select a few representative mills 
in each important zone of cloth and yarn production and investigate 
their actual co^^ts and then adopt those costs as the basis for e^jtimatmg 
fair ex-mill prices of cloth and yarn for the country as a whole, A few 
representative mills were, therefore, selected by the Board for the pur¬ 
pose of (io^t investigation. A general questionnaire was issued on 27th 
December 1947 to all interested parties. Replies wore called for by 
20th Jannary 1948. A copy of this questionnaire is given in Appendix 
I. A prv.‘ss note was also issued on 29th December 1947, giving the 
Board’s (original) terms of reference and inviting persons, who desired 
their views to be considered by the Board, to send their representations- 
On 19th January 1948, Government aunonneed considerable relaxation 
in the control over (jotton cloth and yarn. In view of this development, 
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the Board^s (original) terms of reference needed revision* The revis^ 
ed terms of reference were notified by Government on 6th March 1948. 
The Board framed a new questionnaire and issued it on 10th March to 
the Mill-Owners^ Associations, Trade Unions, East India Cotton Associa¬ 
tion, Bombay Shareholders’ Association, Chambers of Commerce, mem¬ 
bers of the All India Handloom Board, Directors of Industries, and a 
few prominent individuals known to have an intimate knowledge of the 
working of the cotton mill industry. The last date for the submission of 
replies was fixed as 8th April 1948* A copy of the revised questionnaire 
is given in Appendix 11. On 18th March 1948, a press communique was 
also issued 5>tating the revised terms of refex'ence and intimating that a 
revised questionnaire was ready and could be had on application to the 
Office of the Board. A list of the Associations or persons who replied 
to the questionnaire or submitted memoranda will be found in Appendix 
III. Five mills were visited by the President and|or Members of the 
Board ; three in Bombay, one in Calcutta, and one in Madras* The de¬ 
tails of these visits are given in Appendix IV; .Copies of the cost esti¬ 
mates were sent to, all the costed mills, and they were given an opportu¬ 
nity to discuss those cost estimates with the Board’s Technical Adviser 
and Cost Accounts Officers. Only three mills, namely, Madhusudan 
and Eaghuvanshi Mills, Bombay and Eajkumar Mills, Indore, availed 
themselves of the opportunity, and discussed the estimates with those 
officers in the Board’s office on 22hd April, 23rd April and 10th May 
respectively. A public inquiry was held on 4th, 5th, 6th, 7th and 12th 
May 1948. As there were no. recognised consumers’ associations in 
India, the Board had some difficulty in selecting the consumers’ repre¬ 
sentatives. After considering the matter carefully, the Board deqided 
to invite four Members of. the Constituent Assembly (Legislature) and 
one Member of the Bombay Legislative Assembly, as representatives of 
the consumers of cloth, and the Directors of Industries, Bihar and 
Madras, as representatives of handloom weavers to give evidence before 
the Board. A list of the Associations and persons, who were invited to 
attend the inquiry, is given in Appendix V, and a list of those who 
attended the inquiry and were examined is given in Appendix VI. 

5. There are at present about 400 cotton textile mills located in 
different parts of the country. Appendices 
Basis ol seiesdon of the VII (A) & (B) show the distribution of the 
mills for costing. cotton mill«, classified by locality, number of 

spindles and number of looms. The mills vary wide¬ 
ly in respect of size, efficiency, age of machinery and advantages in regard 
to s-upply of labour, raw rn.aterial and stores and facilities for transport. 
They alvso differ in respect of management and financial facilities. Fur¬ 
ther, there L an enormous range of variety of yarn and cloth produced* 
It is, therefore, impossible to investigate the cost of production at all 
the mills in respect of all the different varieties of yarn and cloth that 
they manufacture* In a case of this nature, the most practicable method 
of procedure in costing is to select a few typical or repre'^entative mills 
so that their eo^st of production may be taken to. cover a great majority, 
say, 80 to 90 per cent, of the mills in the "country. The remaining io 
to 20 per cent may be resjarded as infra-marginal or units below the 
average. Such representative mills should have an average economic 
size and a reasonable degree of effieiene5^ Their plant should be balanc¬ 
ed and their iPachinery should be neither quite new nor very old. Their 



workers should also possess an average measure of efSciency. So also 
with regard to management and availability of financial facilities. To 
be able to select representative mills in this sense, it would be iieces:;ary 
to obtain full statistical and economic data in respect of all the mills. But, 
unfortunately, such data are not available in respect of the majority of 
the mills in the country. In these circumstances, the Board proceeded 
to select the mills by the following method. First of all, the mills in 
the different zones were classified into groups according to the number 
of looms and spindles. From each zone, again, the largest group of 
mills was selected, which could be regarded as the representative group 
for that zone. Ont of this group, again, two or three mills were selected 
with reference to the variety of cloth and yarn woven, availability of 
■satisfactory cost data and fairly definite knowledge about their efficiency. 
On this basis, 18 mills were selected in the first instance. Of ^ these 18 
mills, however, one mill in Ahmedabad, namely, Silver Cotton Mills, had 
to be dropped because the accounts were kept in Gujarati and also be¬ 
cause, after a preliminary examination, the data were found to be inade¬ 
quate. This was substituted by another mill in the same centre. In 
the ca*?'e of a second mill, namely, John Spinning & Weaving Mills, Agra^ 
when our investigation had proceeded half way, the mill was sealed 
under the orders of the Income-tax authorities. This investigation had 
also, therefore, to be abandoned. In the ease of a third mill, namely, 
Atherton Mills, Kanpur, the management pleaded insufficiency of cleri¬ 
cal staff and inability to give necessary facilities for investigation to our 
Cost Accounts Officer. Consequently, another mill was selected from 
the same centre. In a fourth ease, namely that of Victoria Mills, Cal- 
C'Utta, when the cost data were tabulated, it was found that its output in 
the period January—June 1947, was very low. Its cost data had, there¬ 
fore, to be left out of account in preparing our estimates. Our final 
selection, thus, included 16 mills, which are listed as under :— 

Mills sdscted for east invesUgaUon: 

C Composite mills. S — Spinning mills. 

I Mills seleoted 


Representative Size. 


Spindles 


Looms 


Class of 
cloth and 
yam manu¬ 
factured. 


40,000-80,000 spindles and 
1,000.2,000 looms. 


20,000-40,000 spindles and 
500‘1,000 looms. 


(a) Bombay City. 

(1) Madhusudaii Mills (C) 

(2) Standard Mills (C) 

(3) Modern Mills No. 1 (S) 

(4) Raghuvanshi Mills (S) 

(ft) Ahmedahad. 

(6) New Swadeshi Mills (C) 

(6) Rohit Mills (C) 

(7) Hatbisiner Manufactur 
ing Co. (S). 


55,812 

ol,69G 

23,976 

32,288 

26,144 

27,680 

13,416 


1,742 

1,677 


720 

642 


c, m, f, sf. 
c, m, f, sf. 
0 , m, f, ef. 
0 , m, f. 

m. 

m, f, sf, 

0 . 




9 






Mills selected 

Representative size. 


Spindles 

Looms 1 

, ( lass of 
cloth and 
yarn ir anu- 
factured. 


i (c) Benffal and Bihar. 




(1) Below lOjfiOO spindles & 
below 250 looms. 

(8) Ban^eswari 
Mills (C). 

Cotton 1 

■ 

9,800 

300 

m, f, sf. 

(2) 20,000-40,000 spindles & 
600-1,000 looms 

(9) Mohini Mills No. 2 (C) .. 

(d) South India. 

16,676 

1 

334 

ni, f, sf. 

20,000-40,000 spindles and, 
260-600 looms. 

(10) The Somasundaram 

Mills (C). 

23,200 

390 

m, f, sf. 


(11) Kaleeswarar Mills (C) .. 

43,260 

295 

c, m, f. sf. 


(12) Pankaja Mills (S) ’ ., 

25,276 


c, m, f, sf. 


(13) Asher Textiles (S) 

!. 

(e) Central India and C. P. 

14,000 


m, f. 

10,000-20.000 spindles and 
250-500 looms. 

(14) Rajkumar Mills (C) .. 

19,728 

700 

c, m. f. 


(15) Rekbchand Gopal das 
Mohta Mills (C). 

(/) Vpper India (77. P. Zowc). 

21,876 

486 

C; m 

20,000-40,000 spindles and 
600-1,000 looms. 

(16) Cawnporo Textiles(C) .. 

23,936 

510 

m. 

\ 


The above figures are taken from the Mill Statement for 31st August 1947, as published by 
the Millowners' Association, Bombay. 


Note.— cs^Ooarse=up to 16s coui.t. 

m=Medium=from 17s count to 35s com t. 
f=:!Pino~ from 36s count to 47s count. 
sf= Superfine^ 48s count ai d above. 

The list contains 11 composite mills and 5 purely spinning mills. It 
will be noticed that some of the mills in the above list do not fair within 
the limits laid down for the representative size in each different zone. 
Although they are somewhat larger or smaller than the representative 
size fixed by us, we believe that they come near enough to the represent¬ 
ative group to be satisfactory for our purpose. As regards the efficiency 
of machinery and management of the mills, we were mainly guided by 
the available balance sheets and records of production and by the advice 
of our Honorary Technical Adviser. It may also be mentioned that the 
Mill owners’ Associations concerned, to whom the names of the selected 
mills were communicated at an early stage of the inquiry, with one ex¬ 
ception, made no comments as to the representative character of the mills 
selected. 
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6. (a) 8cope^—ii) Types of yarn cmd cloth,—On the basis of the 
spfttie and method of ^ost (lata collected from the 16 costed mills for 
costing. the period January—June 1947, costs have been 

tabulated for 40 different counts of yarn rang¬ 
ing from 28 to 100s counts and 102 varieties of cloth, forming the bulk 
of production at the costed mills. Out of the 40 counts of yarn, again, 
12 have been selected as key counts for preparing our final estimate of 
fair ex-mill price of reeled yarn. The selected counts are as under :— 

6s—Spun by 1 mill in Bombay. 

10s—Spun by 1 mill in South India and 2 mills in Bombay. 

14s—Spun by 1 mill in Central India, and 1 mill in Bombay spin¬ 
ning both on the mule and ring spindles, 

16iS—Spun by 2 mills in Bombay, 1 in Ahmedabad, 1 in South 
India and 1 in Central Inciia, 

20s—Spun by 2 mills in Bombay, 2 in South India and 1 in Cen¬ 
tral India. 

3Cs—Spun by 1 mill in Bombay and 1 in South India. 

40s(Indian Cotton)—Spun by 1 mill in Bombay and 3 in South 
India. 

40s (African Cotton)—^None of the 16 mills actually spun 40s 
reeled yarn from African cotton. We have, however, got 
the cost data for 42s weft yarn spun by a mill in Ahmed¬ 
abad and adjusted the same to determine costs for 40s, 

60s (Egyptian cotton carded)—Spun by 1 mill in South India. 

60s (Egyptian cotton combed)—Spun by 1 mill in Bombay. 

80s (Egyptian cotton carded)—Spun by 1 mill in South India. 

80s (Egyptian cotton combed)—Spun by 1 mill in Bombay. . 

(N.B .—The cost figures collected by our Cost Accounts Officers 
include cost data relating to 2 counts of yarn spun from 
cotton waste, viz., and 2s, which have been found to 
be unsatisfactory. We could not, therefore, use these as 
the basis for estimating fair ex-mill prices for these and 
other counts of yarn spun from cotton waste). 

A.S regards cloth, out of the 102 varieties costed, we have selected 43 
varieties of grey doth woven in long length pieces, that is, excluding 
dhoties, sarees, towels, etc., and have estimated their fair Realization 
Multipliers. The Realization Multipliers for each varierty of cloth made 
by different costed mills but Jinked to the same group in the Schedule 
were averaged out, for each of the three periods.^ It may be mentioned 
•that the Textile Control Board fixed ex-mill prices on the basis of a 
Sche(iule of Realization Multipliers for all cloths (in annas jer pound 
of yarn woven). The ex-mill prices worked out for all varieties of cloths 
on the basis of such a S(jhedule were applicable for the period from 1st 
February 1946 to 30tli November 1947 (see Appendix VIII), The 43 
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varietie^j of clotli we liHve costed fall within the following groups of 
the Schedule :— 


COUNTS 


Group ! 

■ . * i 

1 

\\ arp i 
2 

Weft 

3 

Heed 

4 

1 

Fioks 

5 

Indian Cotton 





III ... . 

]4 

10 

40, 

t 

40 

IV . 

14 

i 

44 

44 

V 

20 

20 

fl2 

52 

VI . 

20 

30 

54 

54 

VII . 

• 

30 

30 

56 

66 

VlTi 

30 

40 

62 

62 

Im-pttried cotton mu! carded 





IX .^ 

40 

40 

66 

66 

Imported c^ton and c.ombtd 

i 


1 


XIH . 

! 00 

1 80 

74 

74 

1 


Tlie prodnotion of the 43 .selected varieties of cloths mentioned above 
is distributed among the costed mills as follows :— 


Group 

No. of varieties of clotli. 

No. of mills producing. 

IIT 

3 varieties 

I mill in Cenind India. 

IV 

2 

1 variety each by 2 mills in Bombay. 

V 

14 

1 

i 

i 4 by 1 mill in Ahmedabad, 

6 by 1 mill in Bombay. 

1 by a second mill in Bombay, 

2 by 1 mill in Indore, and 

i 

i 

1 

1 by I mill in Kanpur. 

VI 1 

1 

1 s 

! 

1 mill in Bombay, and 

1 mill in Calcutta. 

vn 1 

7 

5 by I mill in South India. 

1 by a Bombay mill, and 

1 by a Calcutta mill. 

\aii 

4 ,, 

3 by 1 mill in South India, and 

1 by a mill in Indore. 

IX 

8 „ • 

6 by 1 mill in Ahmedabad. 

2 by 1 mill in Cfticnita, and 

1 by one mill in Bombay. 

Xtll 

3 

2 by 1 mill in Bombay, and 

1 by 1 mill in Ahmedabad. 

1 


It will b(‘ seen that the list contains only 8 groups as compared with 16 
groups included in the Schedule of-Realization Multipliers adopted by 
the Textile Control Board. The omission of the remaining 8 groups, 
namely, groups I and II, X to XII, XIV to XVI, is due to two reasons, 
LS15ITBB ’ 
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In the first place, none of the eosted mills produced, grey cloths of (long 
length pieces) falling within groups I and II and X to XII. Secondly, 
under the standardization scheme. brought into operation from 1st De¬ 
cember 1947, spinning of counts finer than 80s has been prohibited. Al¬ 
though the standardization scheme itself has been dropped, the prohibi¬ 
tion of spinning of counts finer than 80s still continues. Consequently, 
we have costed clotlis up to group Xlll, that is, up to 60s w^arp and 80s 
weft, and left out groups XIV to XVI which include warps from 70s to 
100s and wefts from 90s to 120s. From the cost data for the eight groups 
we have costed, we have, however, wmrked out the Realization Multipliers 
for groups I and II, and X to XII, and included these as well in the 
Schedule. 

(ii) Costing periods ^—Our Cost Accounts Officers have examined 
the actual cost data at the 16 mills for the period January—June 1947, 
which is the latest period for which complete cost figures w^ere available. 
To start with, we have taken this period as the base period and the cost 
data relating to this period constitute our basic data. Detailed cost re¬ 
ports relating to each individual mid as weii as a consolidated cost re¬ 
port for all the mills taken together have been prepared. As the 
managements of the mills concerned have de^hred that the detailed cost 
data of the individual mihs should be kept confidential, they are not in¬ 
cluded in this report, but are given in the Cost Accounts Officers^ reports 
which are being submitted to Government separately as confidential en¬ 
closures. On the basis of those actual co.?t data, we have prepared esti¬ 
mates of fair ex-mill prices of the inain counts of cotton yarn and Sche¬ 
dule of Realization Multipliers for cloths for the period January—^June 
1947. We have als.o prepared estimates of fair ex-mill prices of cotton 
yarn arid Schedule of Realization Multipliers for cloths for January 1948 
and April 1948 on the basig of cost data for January—June 1947 and 
after making due allowance for • changes in the cost of cotton, wages, 
stores, and fuel and power. 

(b) Elements of cost .—Costs have been analysed under three main 
heads : — / j. i 

(I) Cotton .—For the period January—June 1947, the average 
cost of cotton to the milk with a few necessary adjust¬ 
ments and inclusive of all incidental charges, has been 
taken. For January 1948 and April 1948, the replacement 
cost of cotton to the milk has been taken on the basis of 
average prices of different varieties of cotton at which ac¬ 
tual transactions took place in the Bombay Cotton Market 
as reported by well-known firms on the different days of 
the week ending 3rd January and the week ending 10th 
April 1948, respectively. 

(IT) Manufacturing charges comprising.—(i) Wages.—These in¬ 

clude the milk’ actual expenditure on basic wages, dear¬ 
ness allowance, bonus and leave with pay. All the relevant 
awards of Industrial Courts andlor Arbitration ' Boards 
have been taken into account. 

(ii) Stores. 

(iii) Power and fuel. 

.^iv) Overhead!:?, cxeliish’c of the items given in (III) below. 
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(III) Pepreciaiim, interest on working capital and return on 

ed capital, —These three items are discussed later in para¬ 
graphs 7 to 10, 

(c) Cost analysis. —(I) Spinning.—Hhjb cost of spinning hag been 
worked out in two stages : 

(i) cost per lb. from blow-room to roving, and 

(ii) cost of ring or mule spinning as the case may be. 

This gives the cost of .spinning per lb. of yarn up to the spindle point. 
In the case of composite mills, cost of yarn used as warp and weft for 
weaving has been taken at the spindle point. In the case of yarn reeled 
and sold, reeling, bundling and baling costs are added to arrive at the 
cost of reeled yarn. From the cost of yarn at the spindle point is de¬ 
ducted 2 -J per cent, of the cost of yarn to allow for the net moisture re¬ 
gain (that is, 3|- per cent, for standard moisture regain minus 1 per 
cent, for wastage caused in reeling). We have also worked out the 
doubling costs oi: certain typical cou3its of two-fold 7 /arn and found that 
they are about the same as were fixed by the Textile Control. Board. We 
have, therefore, accepted the Textile Control BoareVs figures for this pur¬ 
pose and accordingly worked out the fair ex-mill prices of two years, 

(II) Weaving, —^Weaving costs have been calcuiated in a detailed 
manner by working out the cost of each process separately, as, for exam¬ 
ple, winding of ivarp, winding of weft (if done), wwping, sizing, draw- 
iiig-in, weaving, calendering,, folding and packing. 

(d) Adjustment of discrepancies in cost data.—The cost data of 
some of the mills for the basic period, i.e., January—June 1947 are found 
to be inconsistent in certain respects. The relevant cost figures have, 
therefore, been suitably adjusted to remove discrepancies, and anomalies 
revealed by them. The main adjustments made are indicated below r—• 

(i) Though departmental production figures are maintained by 

most of the mills, the figures of departmental input., and 
output in some of the mills are found to be inconsistent. 
Where the figures have shown, discrepancies, >suitable ad¬ 
justments have been made. 

(ii) In the ease of two mills in Bombay and one mill in Calcutta, 

satisfactory cost data are not available for all the 6 months 
of thA basic period (January—June 1947). We have, 
therefore, taken only one month’s cost data in the case of 
the two Bombay mills and tW'O months' cost data in the case 
of the Calcutta mill for the purpose of costing. 

(iii) Figures of raw cotton co^is given by certain mills have shown 

wdde divergences from those given by the other mills in res¬ 
pect of the same count of yarn spun by them. Similar dis¬ 
crepancies have also been seen in respect of recovery per¬ 
centage for cottoiL The relevant figures in these cases have 
been adjusted by reference to types of mixings used, counts 
of yarn spun and spinning production per spindle shift of 
8 hours. 

The figures of actuat production of yarn given by certain 
mills have been found to be below normaL These have 
been scrutinised and adjusted v/ith reference to normal 
production per spindle shift for each count. 
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(e) Processing charges. —^Por the purpose of estimating bleaching, 
dyeing, finishing and other charges listed in the Schedxile of Realization 
Multipliers for all clothe (see Appendix VIII), we have examined the 
available figures collected from Rohit Mills, Ahmedabad and Standard 
Mills, Bombay. We have found that the charges given in that Schedule 
for items 1 to 12 and 17 tally approximately with our estimates. With 
regard to all the remaining items, except item No. 27, we have been un¬ 
able to prepare estimates of fair charges, due to lack of accurate cost 
data. So far as item 27 (compensatory allowance for coal) is concerned, 
our estimate is given in the statement of break-up of fair ex-mill prices 
of yarn and of Realization Multipliers for cloth. 

7. The cost analysis given in paragraph 6 above leaves out deprecia¬ 
tion, interest on working capital, return on fixed 
financial Items. capital and managing agency commission. We 

shall now discuss these four items. 

S. (a) The present law and practice, —It is possible to hold widely 
varying opinions as to the rate at which depre- 
Depwclatlon. oiation on the block should be allowed for the 

purpose of costing. The 1926 Tariff Board on 
4he Cotton Textile Industry held that depreciation should be the first 
charge on production and recommended that the rates should be the same 
as were allowed by the income-tax authorities at that time, vie,, 24 per 
cent, on buildings, 5 per cent, on machinery and 74 per cent, on bleaching 
and dyeing plant. The 1932 Tariff Board on the Cotton Textile Industry 
estimated the ratio at which depreciation was aetiiall 3 ^ allowed by the 
mills on buildings, machinery and bleaching and dyeinsr plant and work¬ 
ed out an average depreciation at 3f per cent. The 1936 Tariff Board allow¬ 
ed depreciation at 4 per cent. It should be noted that before 1941, depre¬ 
ciation was calculated by the income-tax authorities as well as by the succes¬ 
sive Tariff Boards with reference to the original value of the block. 
Since 1941, however, the income-tax authorities have allowed depreciation 
on the written-down' value of the block. At present, the rates allowed 
for income-tax purposes are as follows 

I. Bmldings : 

(a) Pirst-elass substantial buildings .. .. 2.5 per cent. 

(b) Second-class buildings .. .. 5 per cent. 

(c) Third-class buildings . . .. 7.5 per cent. 

(Double these rates are allowed for factory buildings excluding 
office, godowns, officers^ and employees/ quarters). 

II. Machinery and plant for the cotton textile industry 10 per cent. 

(An extra allowance up to a maximum of 50 per cent, of the normal 
rate is given by the income-tax officer wherever the concerns 
claim such allowance on account of double or ■multiple-shift 
working. This extra allowance will be proportionate to the 
number of days during which double or Multiple shifts are 
worked). 
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But the aetnal practice of the millp. regarding allocation to depreciation 
varies from year to y^ar, depending upon the amount of the gross protits 
earned. When the gross profits are low, the amount set aside by the mills 
for depreciation falls below the standard laid down by the income-tax 
anthorities. ; when, on. the other hand, the gross profits are high, the 
amount set aside for the purpose is equal to, and sometimes higher than 
such standard. Thus, the average provision for depreciation made by 
the four costed mills in the Bombay region was as low' as 2.04 per cent, of 
the gross block in 1938-39 and as high as 9.16 per cent, in 1940-41. Similar 
wide variations are also shown by the figures relating to the costed mills 
in other zones. The figures of depreciation actually set aside by the 1.6 
costed mills are given in Appendix IX. 

(b) Claim for a higher rate of devreciation ,—The spokesmen of the 
mill owners represented to ns that the plant and machinery in most of the 
cotton mills in India had become old and worn out and would require re¬ 
placement at a very early date. It was further stated bv them that the 
cost of such replacement would be three or four times, the pre-w^ar cost. 
They, therefore, suggested that in making allowance for depreciation, 
the present repl a cement post of the plant and macbinery should be kept 
in view. We have earefullv considered this suggestion but have found 
some practical difficulties in accepting it' in full. It is true that in periods 
6f stable or falJing prices as well as in times of slow technological changes, 
the cost of replacement will, as a rtile, be about the same as or less than 
the original cost of the block. In such cases the cost of replacement 
should he met out of the normal depreciation fund. But in times of rising 
prices, replacement will involve a higher cost than the original value of 
the block. Likewise, during a period of rapid tecbnological changes, re¬ 
placement cost will be higher, for, at such a time replacement is not merely 
the installing of an identical plant but involves ' betterment ’ as well, 
that is, the use of an improved and perhaps a bigger plant. We consider 
that it will be convenient for the purposes of accounting as well as for 
clear anaivsia, if these several factors of replacement cost are treated sepa¬ 
rately. Wl}ile the normal depreciation fund should contribute towards 
writing down the original cost of the block,'special reserves would be neces¬ 
sary to meet the higher cost of replacement due tO' inflationary prices and 
betterment of the plant. Strict principles of business management would 
require that such special 'reserves should be built up year by year out of 
the annual profits by ree^ulafing the payment of dividends to the share 
holders. Most of the mills in India have built up good reserves during 
the last 8 or 9 years of high prices and large profits. Whether these 
reserves are adequate for the replacement of plant and machinery will be 
examined by us later w^hen we consider the question of a. return on the 
fixed capital. At this stage therefore, we confine ourselves to determining 
a reasonable rate of depreciation that should be allowed for the purpose 
of fixing fair ex-mill prices. 

(el The rate allowed hy ^he Board .—In this connection, we have ha'^ 
some useful data to guide us. First of all, the Bombay i^Iillowners’ 
Association has given us certain figures of what the Association has callon 
‘ depreciation due ’ for the Bombay mills. This has been arrived at bv 
taking 2*1 per cent, depreciation on the original block co»t of buildings 
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and 5 per cent, on that of machinery. For the years 1940-45, the aver^ 
age value of the gross block of these mills comes tO' Es. 3,463.60 lakhs 
per annum. For the same period, the average depreciation on this basis 
comes to Es. 141.35 lakhs per annum, or 4.08 per cent, of the average 
gross block. For the same period, the average depreciation 
per annum allowed by the Income-tax Department comes to 
Rs. 155.17 lakhs, which works ont to 4.48 per cent, on the average gross 
block. Again, for the period 1941-46, the average value of the gross 
block per annum, of the Ahraedabad mills amounts to Es. 1,975 lakhs. 
The average depreciation written off by the mills for the same period was 
Rs. 95.90 lakhs, or 4.86 per cent, on the average gross block. Both these 
cases include years of very high profits. Taking the year 1945, which 
may he regarded as a prosperous year for the cotton mill industry, we 
find the position as follows. The amount of depreciation allowed by the . 
Income-tax Department for the year 1945 for the Bombay mills works 
out to 3.8 per cent, of the original hlock. The actual depreciation written 
off by the Ahraedabad mills in the same year amounts to 4.1 per cent, of 
the gross block. The statement giving the relevant figures will he found 
in Apnenrlix X. After eonsiderlng these figures of depreciation allow¬ 
ance claimed by the Bombay mills and actually allowed to them by the 
Tneome-tax Department and also the amount of depreciation written off 
by the Ahmedahad mills, we have come to the conclusion, that a rate of 
4 per cent, on the gross block will be an adequate provision for deprecia' 
tion at the present time. This is the rate which we have allowed in esti¬ 
mating the fair ex-mill prices. 

9. (a) Basis of determining the amount of work%n(t capital ,—^Interest 
Interest on working working capita] must also be regarded as aii 
capital. essential element in the cost of production. The 

amount of the working capital rCxquired depends 
upon two main factors : (a) the period of turnover, and (h) the total cost 
of production per period of turnover. Most of the millowners^ association^ 
in India have stated in their replies to the Board’s ouestionnaire tliat 
urhereas in the prewar years, the working capital required was roughly 
equal to 4 months’ cost of production, the corresponding period in the 
present circumstances should he taken as 6 months; They have based the 
claim for this larger amount of working capital on the ground that, in the 
present state of uncertainty regarding the supply of cotton and stores 
and of ^transport difneuTties, the mills have to maintain stocks of at least 
6 months' requirements of cotton and stores. The Upper India Ohamher 
^f tlommeree has claimed that the milks in the northern zone would require 
at least 9 months^ cost of production as working capital hecanse they have 
to mvry larger stocks of cotton and stores. Our Honorary Technical 
Adviser has, however, informed iis that the average stocks of cotton main¬ 
tained by the cotton mills in India are approvimately eoual. to 4 months’ 
requirement. Moreover, in the present condition of strong demand and 
^hort ►supply of cloth, we believe that the period of turnover should not, 
in any case, be lono*er than that in: prewar years. The 1932 Tariff Board 
on the Cotton Textile Industry allowed 4 months’ cost of production as 
working capital. We consider that, in the present cwcumstances also, 4 
months cost of production should he adequate for the purpose. 
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(b) Bate of interest .—We have next to determine the rate of interest 
to be allowed on this working capital. The rate of interest suggested 
by the Bombay Millowners’ Association is 3^ to 4 per cent., Ahmedaoad 
Millowners’ Association 4| per cent., Bengal Millowners’ Association 4-3 
per cent, to 7 per cent.; Upper India Chamber of Commerce 
6 per cent., Indian Merchants’ Chamber, Calcutta, 4 to 7 
per cent., Marwari Chamber of Commerce, Calcutta, 6 per cent., Delhi 
Cloth Mills 5 per cent., Madura Mills 5 per cent., and Krishiiarajendra 
Mills, Mysore,'6 . per cent On the other hand, , the Ahmedabad Textile 
Laboui^ Association has stated that the mills do not have to borrow much 
for their working capital, because they have got considerable liquid 
reserves. This Association, therefore, has suggested that 2. per cent, inte¬ 
rest on working capital would be adequate. The spokesmen of the mill- 
owners^ associations have, how^ever, informed us that, though many of 
the mills have got larger reserve funds than before, these funds are not 
always adequate to meet the working expenses and that even the financially 
strong mills have someti.mes to go to the money market for borrowing- 
working capital for short periods. We have also examined the balance- 
sheets of a number of Tnii].s and have found that their present reserve, 
though considerable, v/ouid require to be supplemented to some extent 
by borrowings to meet the requirement of working capital. The available 
evidence shows that the rate of interest paid by the mills for short-term 
working capital varies from 3 to 6 per cent. But, in view of the fact 
that the majority of the mills have got large res’crve funds, they would be 
required to borrow only small amounts and for short periods, and also in 
view of the fact that the financial position of most of the mills is strong 
and their credit generally high, we consider that an allowance of 3 per 
cent. intereBt per annum on working capital should be adequate for the 
purpose. We have taken this rate in estimating fair ex-mill prices. 

10. (a) Employed capital, working capital and fixed capital ,—In 
recent discussions about the regulation of profits, 
Return on fixed capital it has been suggested that they should bear a rela¬ 
tion, to ‘ employed capital I ‘ Employed capital ^ 
however, comprises (a) fixed capital which is more or less perma¬ 
nently sunk in land and buildings, “and plant and machinery, and (b) cir¬ 
culating or -working capital which is employed in buying raw materials 
and stores, power and fuel, paying w'ag'es; and salaries, and meeting oiiice 
expenses and certain other overheads. While both types of capital are 
essential to productive activities, they differ as to their source, liquidity, 
incidence of risk and normal rates of return, fixed capital is derived 
mostly from paid-up share money, depreciation fund and reserves and 
sometimes through debentures. This capital is subject to double risks, 
namely (a) normal trade risks and (b) risks incidental to the tradei cycle 
On the other hand, working capital is derived mostly from liquid reserves, 
bank loans, private deposits, and sometimes, from share money. It is 
more liquid than fixed capital. The incidence of risks to which it is sub¬ 
ject is> therefore, rather small. These differences between the two cate- 
pries 01 capital would indicate that the return in the two cases must 
be different ; it must, as a rule, be higher for fixed capital than for work- 
mg capital For purposes of analysis, therefore, we consider it desirable 
tnat the two categories of capital should be treated separately in fixiiiff 
a reasonable return. .There is also another distinet ^vantage in thia 
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method of procedure* Whereas fixed capital can be more or less identified, 
with certain tangible and measurable assets like land and buildings and 
plant and machinery, and workmg capital with prime costs and certain 
supplementary costs of production, ' employed capital which consists of 
mixed items belonging to different categories, does not easily lend itself, 
to being broken up into its constituent elements* The Bombay Millowhers' 
Association, in a note submitted to us, has described ' employed capital ’ 
as comprising (a) paid-up capital plus (b) all reserves excluding taxation 
reserves, plus (e) loans including debentures and other loans, secured 
and unsecured, and other liabilities and outstanding debts due by the 
Company ; plus (d) pi’ofits accruing during the year, minus (e) invest¬ 
ments, if any, minus (f) cash on hand and at bank. In this case) item 
(e) loans, for instance, may be raised through debentures bearing a high 
rate of interest or they may be just short-term loans from banks or de¬ 
posits carrying a low rate of interest Then again, investments item (e) 
may be treasury bills or bank deposits carrying a very low rat© of interest 
or long-dated Government securities carrying a higher rate of interest* 
In view of these diffleulties in fixing a reasonable return on ‘ employed 
capital' as a whole, we have preferred to follow the method of breaking 
up the capital employed into two elear-eut and distinguishable parts, 
namely, vrorking capital and fixed capital. This method was followed 
by the prewar Tariff Boards and also by the Interim Tariff Board. We 
have already dealt with working capital and fixed the rate of interest on 
it. We now proceed to discuss the question of fixed capital. 

(b) Cost of the Hock taken as the fixed capital ,—The question arises 
ns to how the fixed capital of a mill is to be ascertained* In a new con¬ 
cern, the fixed capital is,, as a rule, more or less identical with the paid-up 
share capital. But in an established concern, the block comprising land 
and buildings and planjt and machinery has 'been built up from paid-up 
share capital, reserve fund, depreciation fund and sometimes out of 
debentures and loans. So far ag the paid-up share capital is concerned, 
the whole of it may be taken to have been sunk in the block. As regards flie 
depreciation fund, which is strictly meant to provide for replacement and 
renewals, it is difficult to ascertain what part of that fund has been actually 
spent in replacement and what part in extension of the block. Similar 
difficulties will arise in finding out what part of the reserve fund and loans 
has been actually spent in financing working capital and what part in 
extension of the block. Moreover, the four types of funds mentioned 
above differ from, one another in respect of their source or origin, liquidity 
and risk-bearing. Thus, for instance, while the paid-up capital represents 
definite contribution by shareholders out of their own pockets, the same 
cantiot be said of the depreciation fund and reserves. As regards the 
depreciation fund, it is built up out of annual allocations to depreciation 
which forms part of the cost of production ; it has, therefore, been already 
charged through prices. No further return can be claimed for it, even 
though it may be part of ^ employed capital \ As regards reserve fund, 
this, as a rule, is built up out of the surpluses left over from tiine to time 
after the distribution of reasonable dividends to the shareholders. It is 
true that the ownership of the reserve fund belongs to the Company con¬ 
cerned or its shareholders. It is al&o true that it would be open to the 



(-ompaiiy to fritter away the profits by distributing dividends, 

rather than build up reserves. It is, however, necessary to emphasise that 
the re-serves are generally built up after paying reasonable dividends to 
the shai'ehoidei*s. The shareholders, cannot, therefore, claim the same rate 
of return on the re'ierve fund as on the paid-up share capital, thougft both 
are parts of ‘ cm ployed capital And lastly, debenture and loan charges 
having been already debited to the mills before profits are declared, they 
cannot be coiisidere(r again for the purposes of caleulating the return on 
fixed eajjital. in determining a reasonable rate of return on fixed capital, 
therefore, it would, strictly speaking, be necessary to trace it to its diverse 
sources and then fix a return on each portion of it according to its source. 
But such a procedure would require a mass of financial data which are 
not available to us. In view of this difiSeulty, we have adopted the alter¬ 
native method of fixing a. return in^ relation to the cost of the fixed block. 

(c) The block taken at its pre-war cost .—The block may be valued 
either at ifet original cost or at its replaeemmit cost at current price. The 
spokesmen of the millowners’ associations have stated before us that the 
replacement cost of a representative cotton textile plant at today’s price 
would be 3 or 4 times the original cost of Ithe block at pre-war price and 
they have claimed that, in fixing a return on the block, this, should be kept 
prominently in view. V/e recognised that there is some force in the con¬ 
tention that in estimating the value of the block the cc«t of replacement, 
should be taken because it is only on this basis that a projected new factory 
has to buy its plant and machinery. It may be noted that the pre-war 
Tariff Bojirds in their inquiries into .steel, cotton textile and paper indus¬ 
tries, fixed the value of the block on the basis of replacement cost. It may 
also be mentioned that the Costs Sub-Committee of the Working Party 
on the eotlou textile industry appointed by the British Govenunent in 
1945 he,ld the same view. They observe : “We hold unanimously that 
both depreciation and interest should'for costing purposes be based upon 
current ^placement v^due of plant, not only because that value alone 
provides a definite objective basis, but also because current values are 
normally the best index of the prices at which eventual replacement will 
take place ”. {vide page 52 of the Eeport of Working Party on Cotton). 
Although we agree that, as a rule, the replacement cost of plant should 
be taken for the. purpose of calculating the return, we cannot, for a num¬ 
ber of reasons, apply that principle in the present ease. In the first 
place, the state of machinery differs considerably from mill to mill, depend¬ 
ing upon its age and the care with which it has been usetl. Taking the 
cotton industry as a whole, it is uot possible to say how much of thd 
machinery requires to be replaced immediately and how much of it can 
still serve for produetion for varying periods of time. Secondly, even 
if all the machinery had become sufficiently worn out to require replace¬ 
ment in the near future, it would not be feasible to procure new machinery 
for all the mills in the near future. As a matter of fact, the Post-War 
Planning Comn'.ittee on Cotton Textiles in its Eeport has emphasised 
this difficulty and planned for the procurement of coitton textiles machinery 
only to the extejit of 27 per cent., 18 per cent, being for replacement and 
9 per cent, for new projects. It is mor^ than probable that the replace¬ 
ment will take place by stages over a period of about 12 to 15 years.It is 
not possible to say at the present time what the cost of replacement will 
hSKlTBB ” 
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be at different in the future when actual replacement will take place. 
As ^read;^ stated, most of the representatives of millowners’ associations 
have stated before us that the cost of replacement would be about 3 or 4 
times the pre-war cost. We have, however, made inquiries from persons 
intimately acquainted with the. cotton textile industry, and have been 
informed that, according to the latest advices, the cost of replacement 
today vrould be 2^ to 2| times the pre-war cost. .We have been further 
informed by persons who have recently contacted the textile machinery 
manufacturers in U.K. that the price of textile machinery is likely to 
begin to go down in the near fuSture and that in a period of 18 months or 
so, the price of machinery may go down to 175 or 180 per cent, of what 
it was in the pre-war period. Since it is not possible for us 
to forecast what the cost of replacement will be at different dates of replace¬ 
ment in the future, we have taken the pre-war cost of the block for the pur¬ 
pose of calculating the return. But in fixing a return on that block, we 
have taken into consideration the need for building up reserves over a 
period of 12 to 15 years which will considerably supplement the miirs 
present reserves for buying new plant and machinery. 

(d) The rate of return on the gross block .—^Return on the gross block 
should be sufficient to provide for (i) corporation tax and business profits 
to, (ii) adequate reserves, (iii) managing agents' commission, and 
(iv) dividend on paid-up capital subject to income-tax (and super-tax 
in the case of very high income groups). The interim Tariff Board, as a 
rule, allowed a return of 10 per cent, on the block in the eases of war¬ 
time industries. But obviously, the cotton textile industry, which is the 
oldest and the largest industry in the country and which has achieved 
considerable prosperity and financial strength during the last few years, 
cannot be treated on the same basis as wartime industries for the purpose 
of return. The 1936 Tariff Board on the cotton textiles industry allowed 
a return of 6. per cent, on the gross block, which was then accepted as 
satisfactory by the textile industry as a whole. If a 6 per cent, return 
was deemed sufficient for the industry in 1936, a higher return cannot 
.reasonably be claimed at the present time. But we did not consider it 
enough to be guided merely by a comparison of the present position with 
that of 1936. We have also considered whether a 6 per cent, return can 
reasonably provide for all the items indicated above. We have broadly 
examined the financial data available for certain important groups of 
mills and find that a 6 per cent, return on the gross block can adequately 
provide for all the items that must be covered by it. We have therefoi’e 
allowed a return of 6 per cent, on the gross block for the purpose of esti¬ 
mating fair ex-mill price. In testing the adequacy of this rate of return, 
we have considered the following factors : 

(i) (a) Corporation Tax .—^Under the present law, corporation tax 
payable by those companies which distribute their dividenx^ in India is 
at the rate of 2 annas per rupee or 12^ per cent, on the gross profit. 

(i) (b) Business Profits Tax ^—^Under the present law on the subject, 
abatement is granted up to 6 per cent, of capital or Ks. 2 lakhs, whichever 
may be larger. It se^ms that the term ^ capital ^ is used here in the. sense 
of employed capital, being equal to the paid-up capital plus reserves 
excluding reserves for taxation purpo>ses plus loans minus investments. 
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In the ease of the majority of the cotton mills in India, capital in thia 
sense will be larger than the gross block. Since we have provided for a 
return at the rate of 6 per cent only on the gross block, the whole of this 
return or profit would be free from the incidence of the Business Profits 
Tax. Blit in those few cases, where the gross block is larger than the 
capital (as taken for the purpose of Business Profits Tax) some portion 
of the gross profit would be subject to the Business Profits Tax. We have 
examined this matter with specific reference to the available financial 
data in respect of the 16 costed mills. A statement showing the amounts 
of Business Profits Tax, if any, payable by these mills is given in Appen¬ 
dix XT. We find that no Business Profits) Tax would be payable in the 
case of 10 of the costed mills and that the amount of the tax payable by 
the remaining 6 would be Rs. 1,441, Rs. 2,363, Rs. 3,374, Rs. 6.265, Rs. 8,039 
and Rs. 18,507. The average amount of B.P.T. for the 16 mills taken 
together would work out to only Rs, 691. The average incidence of this 
tax per mill comes to less than i|3rd of 1 per cent, of the return on fixed 
capital. It would thus be seen that, so far as the representative mills 
are concerned the incidence of the Business Profits Tax oh the basis of 
our proposals would be practically negligible. For the purpose of cur 
analysis, therefore, we have left this tax out of account. It may be that 
some mills, due to their higher efficiency or peculiar financial structure, 
will earn a higher rate of profit than what we have allowed and will, 
therefore, be liable to an appreciable amount of B.P.T. But, obviously, 
that caninot vitiate our general conclusion on this matter. 

(li) Reserves .—We think that it should normally be reasonable 
allocate 20 per cent, of the profit to the reserve fund* In the case of 
the cotton textile industry, however, we consider that a much larger 
percentage must he allocated to reservesi to enable the mills to buy new 
machinery over a period of about 12 or 16 years, Tt should, however, 
be remembered that for the purpose of buying new machtaery, the reserves 
will be supplemented to a considerable extent by certain other funds like 
%he depreciation fund. We consider that at least 40 per cent, of the 
return^ should be allocated to reserves even though this might lead to a 
reduction in the dividend, paid to' the shareholders to the barest minimum. 

(iii) Managtnq agents^ commission .—In practice, this is governed 
by the terms of the agreement between the mills and theiV managing 
agents. The terms vary from centre to ceptre and even from mill to mill 
in the same centre. Again, in the case of some mills, a fixed oflSee allow¬ 
ance varying from mill to mill is charged by the managing agents. Thus, 
for mstance, of the 16 costed m.ills, 7 show this fi-Ked office allowance 
varving from Rs. 18 000 to Rs. 30,000 per annum, while the remainincr 
9 shov/ no such item. In the case of these 7 costed mills which have actual¬ 
ly incurred this expenditure, we have allowed it. But whether ihere is 
such office allowance or not, there is always a commission based on profits 
and in some cases on. sales. Thus, for instance, in the casei of the Bombay 
Milh the rate of commission: charged, as a rule, is 10 per cent, on profits. 
In the case of Ahmedahad mills, however, the commission generally is 
3| per cent on sales. The suolw^en of the Ahmedabad textile mills 
have stated that unlike the Bombay mills which give a commission of 
1 per cent, to guarantee brokers in respect of sales, the Ahmedabad mills 
do not give any such com.mission to brokei's, and that, conse*qnent]y their 



charges are noli higher than those of the Bombay mills. We find, however, 
that at the present level of prices, at any rate, this works out to a much 
higher figure than 10 per cent, on profit. Some of the managing agents 
in Coimbatore, under the terms of the recent agreements, besides charging 
10 per cent, on profits, also charge 1 per cent, on all purchases of cotton 
and stores and 2'i per cent, on all capital expenditure. The reason given 
for these additional items of commission by the Coimbatore mill-ggents 
is that without these items of commission, the mauiaging agents in that 
area could not undertake the responsibility for raising the necessary 
capital and managing the business of the mills. We have considered what 
should be a reasonable rate of commission to the manoging agents under 
the present circumstances'. Our view is that the coramission should be 
only a percentage on net profit, with a provision for a, minimum amount 
when no profits are made. As to the appropriate rate of percentage 
on profit to be allowed tO' the managing agents, we think that there is a 
strong case for a reduction in the prevalent rate of 10: per cent. on. profits. 
The managing agents’ commission, in our opinion, should cover (a) re¬ 
muneration for procuring capital, (b) insurance against financial and 
other risks and (c) payment for general husiniesis management. Since 
the cotton textile industry is well established in the country and has been 
quite prosperous in recent years, the managing agents' Tcsponsibility for 
procuring the necessary capital is now less than in the pre-war years. 
As regards the financial and other risks, these are also smaller today. As 
to management, though the managing agents exercise a general business 
control over production, the actual technical management in each mill is 
mainly the function of the mill manager. At the same time, we recognise 
that the managing agents will have to bear the responsibility of re¬ 
constructing the cottoUi textile industry in the years to come if it is to 
meet world competition. Taking all these factors into consideration, we 
think that a remuneration O'f li per cent, on profit (gross return minus 
depreciaition) should be adequate in the present circumstances of the 
cotton textile industry. But we must make it clear that this woitld be a 
fair rate of remuneratibn for the managing agents only in the present 
condition of the cotton textile industry. What the rate of remuneration 
should be in the case of other industries or even in the case of the cotton 
textile industry in different circumstances h a matter into w^hich we are 
not called upon to enter. 

(iv) Dividend to shareholders ,—The rate of return on an investment 
should normally comprise three elements, (a) pure interest, (b) com¬ 
pensation for the risk of fluctuations in profits and (c) remiiueration for 
management. So far as the shareholders in joint stock compames are 
concerned, they practically take no part iu, management. Tlje return on 
their naid-un share capital should, liherefore. consist of the two other 
elements. As regards pure interest, this is generally measured by the 
rate of interest paid on long-term. Governm.ent securities whicb is at 
present about 3 per cenit. per annum. As regards the risk of fluet'iotions, 

' it is true that the share-holders of cotton ?ni]I companies sufi'ered a heavy 
reduction in their dividends during the depressior> period ; buf durh><r 
the last 6 or 7 years of exceptional prosperity, they have rr-'^eiTcy rrood 
dividends. Besides, mo^t of the mills have pa.id.off their pre-war dchts^ 
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and have built up considerable reperv’-efi. These reser\-es arc strictly 
speaking, the property of the shareliolflers and they serva* to strentrthen 
the Unaneia] posit Ion of the tnil',s v’hich belon|> to tli(‘m. In consid-^j in" 
an •apT'roT>r:;ste dividend. v:o. must also hem* in mind lhat dividends have 
to he limited in order to allow re,serv(^ funds beinix built up. Moreover, 
it i‘- likely that tl^e present sellers’ market will contiinie for another 8 to 
4 year®, ronseeinently, the risk of loss di:e to ke-m interna] or external 
competiti<'n v/di be neglijrible. Besides, a limitation of dividend, vhich 
is an unearned income, is also in line with current ideas about distri¬ 
bution of t]‘e national income. It is sometimes claimed that, in fixiu" 
dhddcnd^' tlic v.rcKcnt hiyh rate of taxation .should also be taken into 
consideration. We do not a^n'c with this vic\y because one of Ihe ainr^ 
of hi"h direct taxes is to brin^ about a more equitable distribution of 
income by cuttin" down unearned incomes as vrcll a.s the higher ranges 
of (*arjied incomes Takiii" all tlu'sc faf'tors in!to consideration, Ave think 
that a dividend of 4 to 5 per cent., sab,icct to tax, should be adequate in 
the present ca®e. 

fv) Effects of the proposals regarding the return and its allocation 
to different items .—For the purpose of jllustrathur the effects of the pro¬ 
posals we have made above, we have analysed a few concrete cases os 
shown below : 



(i) Bombay {CiUj) mills as at the end of 1946. 





Rs. in lakhs 


Gross bloftk 


3737 


Paid-up capital .. .. 

• i • • 

1511 


(a) Rftturn at 6 % of gross block .. 

« • « • 

224*00 

minus 

(5) Corporation tax @ 2 as. per nipee oa (a) 

4 • 4 4 

28-00 


Balance ., 

.. 

196-00 

minus 

(c) Reserves at 40% of (a) 


89-60 


Balance .. 

.. 

106-40 

minus 

(d) Managing agents' commission at 7^% on (a) 

.. 

16-75 


Balance .. 

.. 

89-65 

minus 

Divided at 5% on paid-up capital , * 

.. 

75-55 


Balance .. 


14-10 


The Secretary of the Bombay-' Millnwnors^ J^ssoeiatiou w*as "ood enough 
to furnish u.s with certain consolidated financial data for the Bombay 
mills as ra whole. We ab^o discussed these fenres w’ith bun. It was found 
that the Bombay mills at the end of 1916 had ofr^rre^ate reserves of over 
Rv®. 80 cv'-rcs and about R'S. 15 erores as depreciation fnnd, ^yirir a total 
of R^. 45 e^’ores. Tn: the analysis jriven above, we have provided for 
allocation to reserves at the rate of about Rs. 90 lakhs per annum which 
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if it is maintained will amount to over Tis. 13 crores in fifteen years. 
Addini? the existing reserves to this fund, we jret a sum of Us. 58 crores. 
We have also provided 1 per rent, on tho gross bl<icl\ for depreciation, in 
a period of 15 yeai*s this will amount to over Es. 22i crores. We under¬ 
stand tliat some of the mills.in Bombay provide for deprcHuation by actual¬ 
ly writing down the block from year to year while others provide for it' 
by setting aside the amount of depreciation in a ‘Separate fund while 
keeping the value of the block intact. W^'e w^ere also informed that, in the 
case of the 15ombay mills as a whole, roughly one-third of the total 
amount of depreciation is written down y^ar by year while the remaining 
two-thirds accrue to the dciireciatiou fund. On this basis* the deprecia¬ 
tion fund of the Bombay mills* will increase by about 15 crores in the next 
15 years. There will thus be altogether a sum of over Rs. 70 crores avail¬ 
able for replacement of machinery in the Bombay mills over a period of 
15 years, and this is about double the value of the present block at pre-war 
cost. It will thus be seen that the proposals we have made regarding a 
return on the fixed capital and its distribution under different headings 
not only allow reasonable dividends to be paid to the shareholders but 
also malcf ample provision for file accumulation of reserves and deprecia¬ 
tion fund for the purpose of purchasing new machinery in the next 15 
ycara or so. It may be noted that, in the case of the Bombay mills, the 
provision for dividends and reserves taken together would amount 
11 per cent, of the paid up capital. 

(ii) Ahmedniad MUU, 

Mrwm blotk • • «» 

Faid-np oapital ». .. • • «• 

(a) e % on groQs block .. .. •« ,, 

iniiKM (5) Cofporation tax at 3 a*, por rupee or 121% O” (M 

Balance • • 

m inu8 (c) 'Reeerrefl at 40% o» (a) 

Balance •• 

minui (4) Managing Agentt’ eofninlston at 7J% on (a) 

Balance 

minM ©hridend at 5% on paid-up capital 

Balanta *. 


lAc.'in lakk^ 

.. 

eg 

135-46'’ 

i5-6as 


103-7t’ 

60-lS 


SO-60 

9*41 


6019 

84*40 


16-79 


In this «««•, the alloeation to reeerres and dividends taken together work 
out to over 1* per oent. of the paid-up eapital. 






% 


(iii) IS milk. 

iihxMsj blo«k 
Paid-up aapital 

6% on gross block . . .. •■ 

mpnu 4 (b) Corporation tax at 2 as, per.rupee or 12i% on (a) 

Balance . 

minu* (c) Reaerref at 40% on (a) 


Balance .. *. .. 15^7$ 

minus (d) Managing Agents* commission at 7J% on (a) .. .. .. 

Balance .. •• 13*25 

(e) Dividend at 4J% on paid-up capital 7. .. . . .. 

Balance .. .. 0*09 


In this ease the alloeation to reserves and dividends taken together eoma 
to about 9 per cent, of the paid-up capital. 

We have applied the same principle of allocation separately to each 
of the 16 costed mills. We have found that after providing for corpora¬ 
tion tax reserves at 40 per cent, of, the total return, and managing a^nts 
commission at per cent, on the return, six mills can declare a minimum 
tiividend of 5 per cent., two mills 4^ per cent., three mills 4i per cent, and 
five mills about 4 per cent. 

The analysis given above shows the broad considerations we have 
had in Tnind in making our proposals. The scheme of allocation we have 
proposed for different items is given rather by way of analysis and illu^ 
tration than as a rigid formula that can he applied in every e^. It ia 
open to a particular mill, for instance, to reduce the rate of dividend and 
increase the allocation to reserve or vice versa, but we bdieve ^at, on th^ 
whole, the proposals we have made are calculated to meet all the demands 
that can be reasonably made in the present circurastauices for a share of 
the gross profit or return on tlie fixed capital. 


Bn. io likkh* 
Ml-7 

802 -M 

Mil 

4-14 

28-07 


Method of arriving at 
fat- ex-mill prices olya:nn 
and realization multipliers 
for cloth. 


11. Depreciation, interest on working capital, and return on fixed 
capital (gross block) at the rates mentioned in 
paragraphs 7 to 10 above have been worked out 
separately for each of the costed mills, the block 
being taken on the basis of their latest balance- 
sheets (1946 or 1947). The total figures for all 
the mills under each of these three items have been 
added up and divided by the total number of spindle shifts of 8 hours 
each in the case of yarn and the total number of loom shifts of 8 hours 
each in the ease of cloth ; and on this basis, the average return per spindle 
shift of 8 hours and per loom shift of 8 hours has been separately worked 
out. This return comes to 4 pies per spindle shift of 8 hours and 20 anna* 
per loom sMft of 8 hours. The return at 4 nies per spindle shift has been 
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converted into return per lb. of yam on tbe bajsis of prodaction in ozs. per 
spindle shift of 8 hours. Similarly, the return at 20 annas per loom 
shift is converted into return per lb. of yarii woven on the basis of pro¬ 
duction in yards of cloths per loom shift of 8 houirs. The figures of return 
thus obtained have been added to the cost of the raw material and manu¬ 
facturing charges to arrive at fair ex-mill prices of yarn and Realization 
Multipliers for cloths. We have averaged out these ex-mill prices of 
yarn and Realization Multipliers for cloths for ditferent mills producing 
the same count of yarn or sanie group-variety of cloths. We have thus 
arrived at fair ex-mill prices of yarn and fair Realization Multipliers for 
cloths for each of the three periods. These would be applicable to all 
mills in India. 

12. Below is given a list of six statements showing ex-mill prices of 

Fair ex-mill Pdces o! yarn and three statements showing Realization 
yarn ana Realization Mul- ^ , 

tlplieis for cloth. Multipliers for grey cloth :— 

Statement I : showing average costs and fair ex-mill prices of typi¬ 
cal counts of reeled yarn for Januarj^-June 1947. 

Statement II : showing average costs and fair ex-mill prices of 
typical counts of reeled yarn after 19th January 1948. 

Statement III : showing average costs and fair ex-mill prices of 
typical counts of reeled yarn after 23rd April 1948. 

State'^ient lY : comparative statement showing fair ex-mill prices 
of reeled yarn and ex-mill ceiling' prices as fixed, by the Textile 
Control Board per bundle of 10 lbs. for the period January- 
June 1947. 

Statement V : comparative statement showing fair ex-mill prices 
of reeled yarn and ex-miii ceiling prices as fixed by the Industry 
per bundle of 10 lbs. after 19th Jaiinary 1948. 

Statement VI : eomparative statement showing fair ex-mill price:i 
of reeled yarn after 23rd April 1948 and ex-mill prices of 
reeled yarn, as fixed by the Madura Mills Co., Ltd., Miadura (as 
per their circular dated 21st April 1948. See Appendix XII). 

Statement VII : comparative statement of Realization Multipliers 
(for grey cloth in annas per lb. of yam woven : Based on 36" 
cloth in pey state) as estimated by tfie Board and as fixed by 
the Textile Control Board ; January—-June 1947. 

Statement VIII ; comparative statemeji,t of Realization Multipliers 
i(for grey cloth in annas per lb. of yarn woven : Based on 36" 
cloth in grey state) as estimated by the Board and as fixed 
by the Industry ; After 19th January 1948. 

Statemmt IX : Statement of Realization Multipliers (for grey cloth 
in arni^s per lb. of yam woven : Based on 36" cloth in grey 
state) as estimated by the Board, after 23rd April 1948. 

NJi. —(It may be noted, that consequent on the removal of price 
stamping, the Industry has not fixed Realization Multipliers for 
this period). 
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STATEMENT n. 

Statement shouting average cost omd fair ex-mills prices of typical counts of reeled yarn after 19th January, 1948. 
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STATEMENT IH. 

Stotement showing average cost andr fair ex-mUls prices of typical counts of reeled yarn after 23rd April 1948 
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8TATBMENT IV. 

ConiTparative statement showing the I.T,B*s fair ex-mUl prices of reeled 
yam and ex-mill ceiling prices as fixed by the Textile Control Board 
per bundle of 10 lbs. January\June 1947. 


T«m 

In 

oonnti 

Cotton 

Single Tam 

Two Fold Tara 

L T. B. Fair 
ex-xnill pricea 

Ez-mill ccU^ 
Ing pricea fix- 
ed by T.C,B. 

I. T. B. Fair 
ez-znili pricea 

Ez-mill cell' 
Ing pricea flz< 
ed by tbe 

T.aB. 



Ba. AS. 

n. 

Rs. AS. 

n. 

Ra. AS. 

Pi. 

Ra. AS.pt. 

4 

Indian 

7 0 

0 

6 8 

0 

7 14 

0 

7 6 0 

6 

Do, 

7 4 

0 

5 12 

0 

8 2 

0 

7 10 0 

8 

Do* 

7 8 

0 

7 0 

0 

8 6 

0 

7 14 0 

9 

Do. 

7 10 

0 

7 2 

0 

8 10 

0 

8 2 0 

10 

Do. , 4 

8 8 

H 

8 4 

0 

9 7 

0 

9 8 6 

19 

Do 

8 7 

3 

8 8 

0 

9 11 

9 

9 12 5 

14 

Do. 

d 4 

6 

8 12 

0 

10 9 

0 

10 0 5 

15 

Do. 

9 6 

6 

8 14 

0 

10 11 

0 

10 2 6 

le 

Do.. 

9 U 

6 

10 10 

0 

41 13 

0 

12 8 5 

18 

Do. 

10 11 

0 

10 14 

0 

12 12 

9 

12 15 0 

90 

Do. 

10 16 

9 

11 2 

0 

13 3 

3 

13 6 0 

82 

Do. 

11 6 

9 

11 8 

0 

13 12 

9 

13 16 0 

S4 

Do. .. 

11 11 

9 

11 14 

0 

14 6 

3 

14 8 5 

85 

Do. 

11 U 

9 

12 1 

0 

14 9 

3 

14 11 6 

25 

Do. 

14 4 

9 

13 6 

0 

16 15 

3 

15 15 6 

88 

Do. 

14 8 

9 

13 13 

0 

17 3 

3 

16 7 5 

80 

Do. 

14 12 

9 

14 1 

0 

17 7 

9 

16 12 0 

S2 

Do. 

15 0 

0 

14 5 

0 

17 14 

3 

17 2 5 

40 

Do. 

15 11 

6 

16 6 

0 

20 1 

5 

19 11 0 

42 

Do. 

16 16 

5 

16 11 

0 

20 8 

0 

20 3 5 

44 

Do. 

17 5 

6 

17 I 

0 

21 0 

6 

20 12 0 

40 

Foreign (African) 

20 1 

9 

22 3 

6 

23 7 

9 

25 9 6 

48 

Do. 

20 7 

9 

22 9 

5 

24 0 

3 

26 2 0 

44 

Do. 

20 13 

9 

22 15 

6 

24 8 

9 

26 10 6 

50 

Carded Foreign 

28 3 

9 

32 8 

0 

83 11 

9 

88 0 0 


(Egyptian) 








60 

Combed Foreign .. 

30 8 

9 

35 8 

0 

36 0 

9 

41 o' 0 

60 

(Egyptian) 
Carded Do. *. 

32 13 

9 

44 8 

0 

41 11 

9 

53 6 0 

80 

Combed Do. «. 

85 8 

0 

47 8 

0 

43 15 

0 

56 4 9 
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STATEMENT V. 

<?*nrptfratip* »taitm»nt ahonfing th» fair -priets of ruled 

gam and otUing pricu fixed by th$ i-nduttry per bundle of 

10 Ibe. afior l^th January, 1948, 


Single Yam 


Tifo Fold Taam 


I. T. B. Falx Ex-raill prices I. T. B. Fall* Ex-mlll 

ex-niiU prioei fixed by ex-mjll price® prfoea fixed bf 

industry ^ 


eular to mall 
mills dated 
21-K48 from 
Chuirman, 
T.OB). 


eular to all miUi 
dated 2M-48 
froTu Chair* 
T.C B). 


4 

0 

8 

10 

12 

13 

14 
10 

17 

18 
10 
20 
22 
24 
26 
28 
30 
32 
36 
40 
42 
44 
40s 
42 
44 
60 1 

etxded 

60 

oomb* 

ed. 

80 

eard* 

ed. 

80 

•omb* 

e<L 


Indian 

Do. 

Do. 

Do 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Foreign (African) 
Do. 

Do. 

Foreign (Egyptian) 


Ka. as. Fs. 

8 6 6 
8 10 6 
8 14 6 
10 I 3 
10 ,-5 3 
10 7 3 
10 9 3 
n 3 6 
12 3 6 
12 5 6 I 
12 7 6 
12 9 6 

12 15 6 

13 5 6 
16 0 0 

16 4 0 
16 8 0 
16 12 0 

17 13 0 
IS 9 0 

18 15 0 
10 5 0 

25 11 0 
20 1 0 

26 7 0 
33 15 9 

30 10 9 


Hi, Af. ri. 

9 14 6 
10 2 6 
10 6 6 
10 10 6 
.10 14 0 
11 0 6 
n 10 0 

11 U 0 
13 3 0 
13 5 0 
13 7 0 
13 9 0 

13 15 0 

14 5 0 
16 n 6 
16 15 6 
16 3 6 
16 7 6 

18 14 0 

19 10 0 

20 0 0 
20 6 0 
26 6 6 
26 12 6 
27 2 6 
33 7 0 

37 1 0 


R«. At. l'«. 

0 4 6 
9 8 6 
0 12 6 
11 5 9 
11 9 9 
11 11 9 
11 13 9 

13 2 0 

14 3 3 
14 6 6 
14 9 9 

14 13 0 

15 6 6 

16 0 0 
J8 10 6 

^ 14 6 
19 3 0 

19 9 6 

20 14 9 

21 15 0 

22 7 6 

23 0 0 
29 I 0 

29 9 6 

30 2 0 
39 7 9 

42 2 9 


Bt. AS. 1>». 

10 12 6 
11 0 6 
11 4 6 

11 15 0 

12 3 0 
12 5 0 

12 14 6 

13 12 6 

15 2 0 

16 6 0 
15 9 3 

15 12 0 

16 6 0 
16 16 6 
18 6 0 
18 10 0 

18 14 6 

19 6 0 
21 15 0 
23 0 0 

23 8 6 

24 1 0 

29 12 0 

30 6 0 
30 13 6 
38 15 0 

42 9 0 


89 0 0 Not fixed. 

by industry. 

41 11 9 43 2 0 


47 14 0 Not fixed 

by industry, 

CO 7 9 51 14 « 
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STATEMENT VI. 


Ccnnparative statement shoitfing the I.T3’s fair ex-mill prices of reeled 
yarn after 2Zrd April 1948 and ex-niill prices of reeled yarn as fixed 
by the Madura Mills Co., Limited, Madura. (As per their circular 
dated 21st April, 1948). 




Single Yam 

Two Fold Yam 

Yarn 

Cotton 

LT.B.Fair 

Ex-mill 

LT.B.Fair 

Ex-mill 



ex-mill priced 

prices of 

ex-mill prices 

prices of 

counts 


after 


Madura Mills 

after 


Madura Mills 



23-4-48 


Co., Ltd., 

23-4-48 


Co., Ltd., 





after 23-4-48 




ftfter 23'4^ 

1 

2 

3 


4 


6 


6 



Bs. As. Fs. 

♦ 

Ah, As. Fs. 

Bs. 

As. 

Fs. 

Rs. As. Fs. 

4 

Indian 

9 2 

0 

13 6 0 

10 

0 

0 

14 4 0 

6 

Do. 

9 6 

0 

13 10 0 

10 

4 

0 

14 9 0 

8 

Do. 

0 8 

0 

13 14 0 

10 

6 

0 

14 12 0 

10 

Do. 

12 3 

0 

14 2 0 

13 

7 

6 

15 6 6 

12 

Do. 

12 7 

0 

14 6 0 

13 

11 

G 

16 10 6 

13 

Do. 

12 9 

0 

14 8 0 

13 

13 

6 

16 12 6 

U 

Do. 

12 11 

0 

16 1 0 

13 

15 

6 

16 5 6 

16 

Do. . ., 

13 4 

9 

16 8 0 

15 

3 

3 

18 0 6 

17 

Do. 

15 0 

6 

16 10 0 

17 

0 

3 

13 9 9 

18 

Do. 

15 2 

6 

16 12 0 

17 

3 

6 

18 13 0 

19 

Do. 

15 4 

0 

16 14 0 

17 

6 

9 

19 0 3 

20 

Do. 

15 6 

6 

17 0 0 

17 

10 

0 

19 3 6 

99 

Do. 

15 12 

6 

17 10 0 

18 

3 

6 

20 1 0 

24 

Do! !! 

16 2 

6 

18 0 0 

18 

13 

0 

20 10 6 

26 

Do. 

19 3 

6 

20 0 0 

21 

14 

0 

22 10 6 

28 

Do. 

19 7 

6 

20 4 0 

22 

2 

0 

22 14 6 

30 

Do. 

19 11 

6 

20 8 0 

22 

6 

6 

23 3 0 

32 

Do. 

19 15 

6 

20 12 0 

22 

13 

0 

23 9 6 

36 

Do. 

22 1 

0 

24 4 0 

25 

2 

9 

27 6 0 

40 

Do. 

22 13 

0 

25 0 0 

26 

3 

0 

28 6 0 

42 

Do, 

23 3 

0 

25 6 0 

26 

11 

6 

28 14 6 

44 

Do. 

23 9 

0 

25 12 0 

27 

4 

0 

29 7 0 

40 

Foreign (African) 

34 6 

0 

Not quoted 

37 

12 

0 

Not quoted. 

42 

Do. 

34 12 

0 

Do. 

38 

4 

6 


44 

Do. 

35 2 

0 

Do. 

38 

13 

0 

Do. 

608 

Foreign (Egyptian) 

49 16 

3 

Ot 

o 

o 

55 

7 

8 

66 8 0 

card¬ 









ed 

60 

Do. 

64 13 

3 

Not quoted 

60 

5 

0 

Not quoted. 

oomb- 









cd 

80 

Do. 

‘ 54 15 

6 

Do. 

63 

Id 

6 

Do. 

card¬ 









ed 

80 

Do. 

69 14 

3 

66 0 0 

68 

10 

8 

78 19 0 

comb¬ 









ed 














88 



0-584 ' 0-416 I 17-654 I ]2-576 6-488 I 6-373 21-639 7-300 j 72'-030 79 00 












STATEMENT VIII. 

Comparative etcU^fnent of realisaiion multipliers (for grey cloth in annas per lb. of yarn woven based on 36" cloih in 
^ s^a^e) as estimated iy the Board and as fixed by the industry after 19ih January 1948, 
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13. Under the terms of reference, we are required ‘ to devise a suitable 
method for necessary adjustments from time to 
Method ot adjustment In time in the fair ex-mill prices of cloth and yarn, 

the fair ex-mlll prices o( so as to allow for major fluctuations in the prices 
eloth and yarn i^uiure. cotton and other elements of cost of pro¬ 

duction We indicate below a method by which 
the different elemeufts in. the cost structure of yarn and cloth can be revised 
as and when necessary. To start with, we take the cost structure of yarn 
and eloth for April 1948 as the basis and proceed to indicate how appro¬ 
priate adjustments, item by item, should be made so as to allow' for major 
fluctuations in the main elements of cost. 

(A) Yam .—The following statement shows the break-up of fair 
ex-mill prices of reeled single yam (key counts only), per bundle of 10 lbs., 
for April 1948. 



. * I > *T X (Period : April 1948) 

maummt shoumg the ireah-up of fair ex-mill prices of reeled single yam per bundle of 10 Tbs. (key counts only). 
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Statement ahowi'ng the break-up of rmling^ bundling and haling charges 
of reeled single y<irn per bundle of 1.0 lbs, {key counts only) {vide 
siatcmcnt X of tnai?i report) { 2 >erwJ.—April 1948). 


(Jonnts of yarn 

Wages 

F)Wor 
and Fuo} 

Stores 

Ovurhoad 

Total as 
shown in 
statomont 
X of main 
R'^porfc. 


Afl. 

As, 

Afl. 

Ae. 

As. 

68 Indian , .. 

6-83 

0*24 

217 

1*96 

11*20 

10a Indian 

861 

0-26 

2*22 

2*11 

13*60 

14« In Un 

a-48 

0*29 

2*31 

3*12 

17-.20 

108 Indian 

12 10 

0*30 

2*33 

3*27 

is*bo 

20b Ii dian 

1302 

0*31 

2*36 

3*54 

19*20 

SOs Indian 

20wG 

0*40 

2*60 

6*44 

29*20 

40s Indian 

21*93 

0-41 

2*63 

6*73 

30*70 

40,^ Afrivan 

21*93 

0*41 

2*63 

5*73 

30*70 







60b Carded Egyptian 

40*58 

0*03 

3*2J 

10*38 

64*80 

608 Coratod Egyptian ,. 

40^58 

0*63 

3*21 

10*38 

64*80 

80^ Carded Egyptian 

63*43 

0*78 

3*6J 

13*68 

71*40 

80s Com lt d Egyptian . ♦ 

63*43 

0*78 

3*61 

13*58 

71*40 


For the pui’posc of analysis, Ave will deal, separately with (a) raw cotton, 
(b) maiiufactm'ing charges, including reeling, bundling and packing 
•harges. 

(a) Eaw cotton. —In' our esthnale of fair ex-mill prices of yam, we 
have -allowed fur 4 Tnontbs’ stocLs of raw cotton (see paragraph 9(a)). 
In th(‘ statement of fair ox-mill prices of reeled yam given above, we have 
taken tu? co-t of raw' at its replacement price, based upon actual 
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transaetions in the Bombay Cotton Market during the, week ending lOth 
April 1948. We consider that the replacement cost of cotton based upon 
this price should be applicable to llie period ending 31st July 1948. That 
is to say, so far as. the ‘cost of cotton m cc-iicerned, there will be no need for 
a revision in the cost structure up to Blst July 1948. The cost of raw 
icotton being by far the largest element in the cost of production, we sug¬ 
gest that the period of revision in the ex-mill prices of yarn should be 
the same as that for raw cotton, i.e,^ 3 months. If fair ex-mill prices for 
future periods are to be estimated as for instance, for the quarter 
August) October 1948, fair ex-mill prices of yarn shoijld be 
worked out for July 1948 and the replacement cost of cotton 
should be takeh at the average of cotton prices prevailing in the Bombay 
Cotton Market for the week ending 10th July 1948.' In other words, in 
determining fair ex-mill prices for any quarter, replacement cokt of raw' 
cotton should be talien .at the average of cotton prices prevailing in the 
Bombay Cotton Market during the first week of the.month preceding 
that quarter. Having talvcn the cost of raw cotton on this basis and 
'aiSsuming the recovery value pereeiitage of raw cotton at the figures 
given in column 3 of the Statement above, we can find out the cost of clean 
cotton for the quarter. It will be noted that the cost of cotton constitutes 
about 70' per cent, of fair ex-mill prices of reeled yarn. 

(b) Mmufacturing^ charges, —The maimi'acturing charges inclusive of 
reeling, bundling and packing charges constitute about 30 per cent, of 
the fair ex-mill prices of reeled yarn, (i) Wages are about 32 per cent, 
of the total maimfactiiring charges or about 9 per cent, of fair ex-mill 
prices. Normally, wages would iijot vary frequently. If, however, the 
average wages for the cotton textile industry as a whole change by more 
than 10 per cent, either way, there will be a case for revision in the figures 
under this item, and a revision may be made after a summary inquiry. 

(ii) Power and fuel, —This constitutes about 7 per cent, of the total 
manufacturing charges. If, daring any price period, the cost under this 
item varies by more than &b per cent, there will be a case for revision 
and a revision may be made after a summary inquiry. ' In the case of a 
mill using coal for producing at least 75 per cent, of its motive power, 
a compensatory allowance should be given on the basis indicated in the 
above statement. 

(iii) Stores, —This constitutes about 7 per cent, of the total manu¬ 
facturing charges. In this case also, a revision may be made, if the cost 
tinder this item changes by more than 50. per cent. 

(iv) Overhead and (v) Return, —These two items, which together 
constitute about 30 per cent, of the manufacturing charges, are the most 
stable elements in the cost structure. No significant variations in the 
figures under these items are likely to take place in the next 2 or 3 years. 

(B) Cloth, —^Eevision of ex-mill prices for cloth should be made 
simultaneously with that of yarn. For the purpose of adjustment in fair 
ex-mill prices of cloth, the following stateiMnt showing the break-up of 
Realisation Multipliers for April 1948 should'be taken as the basis. 



,<y, , . STATEMENT XI. 

a ement showmg the break-up of the fair realisation multipliers for grey cloth 36" width in annas per lb. of yarn woven 
---(Period—April 1948). 
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(a) Cotton.- The ooet of cotton in this case may be revised on the 
same pi’inciples as for yarn. It should be noted, however, that in this 
statement, we have taken 20s cotton cost for 14s warp and 40s cotton 
cost for 30s warp. 

(b) Manufacturing charges.— different items under manufactur¬ 
ing' charges should be revised on the same principles as indicated in the 
ease of yam. In the case of a mill using coal for producing at least 75 
per cent, of its motive power, a compensatory allowance should be given 
on the basis indicated in the above statement. 

14. If periodical revision of prices is decided on by Government, we 

Machinery for revision that such revision should be entrusted 

of prices to an independent body. 

15. Although the scope of our inquiry is confined to the determination 

of fair ex-miU prices, we have to note that the 
Production and prices. price structure of yam and cloth is closely re¬ 
lated to the volume and structure of production. 
If the prices of yarn and cloth are to be kept at a reasonable level, pro¬ 
duction must be stepped up to the maximum. Standardization of produc¬ 
tion would go a long way to increase the outmit of yam and cloth. "We 
^ugge.st, therefore, that the recommendations of the Ad Soc Committee 
iregarding v^andandization should, he re-iexamined and adapted to the 
changed conditions of the present da.y. Again, to keep retail •prices 
within reasonable limits, the distribution charges for yam and cloth 
should be. carefully re-viewed. It would also be necessary to take adequate 
measures to rationalize and re-equip the cotton textile industry so as to 
enable it to supply the requirements of a rising standard of living of the 
people on the one. hanid, and to meet foreign competition in future, on the 
other. We suggej?t that Government should appoint an expert committee 
which should include representatives of the industry to inquire into and 
report- on the following matters :— 

(i) Standardization of production. 

(ii) Distribution charges for varn and cloth. 

The question of rationalization, rehabilitation and re-equipment of the 
industry should also be investigated by a committee comprising repre¬ 
sentatives of the millowners and labour as well as technical experts and 
representatives of consumers. 
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Honorary Technical Adviser, Rao Sahib C. J. Soneji. His distinguished 
I'eeord. as an expert in Textile Technology and his practical experience of 
the cotton mill industry rendered his help and advice specially valuable to 
us. He spared no pains in the discharge of his difficult duties and in 
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thank Mr. P. V. E. Eao, Mtr. E. Suiidaram, Mr. 0. N. Anand, Mr, K. 
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valuable assistance they have given us in connection with this inquiry. 
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Secretary, 
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APPEJTOIX I, 


Questionnaire based upon the original terms of reference and issued in December, 

1947. 


Q. 1.—Which exactly arc the eatef^ories of yam and cloth in respect of which 
the present structure of prices requires re-adjiu3traont? Please give a full descrip¬ 
tion of the categories listed by you* If possible, give the percentage of the total 
output of yam and cloth represented by each of the principal categories in your 
list during 1947 (January-Dccembcr). 

Q, 2.—To what extent is the present structure of prices responsible for the 
decline of output during the last two years? Please give concrete instances in 
support of your view. 

Q, 3.-—In what ijinnncr and to vrhat j^vt.erit arr eor'ts of the chief cate¬ 
gories of yarn and cloth affected by the standardization scheme? Please give 
illustrative factual data to show the extent of change in different items of costs, 
such as, (1) cotton, (2) wages, (3) overheads, (4) interest on working capital, 
etc. 

Q. 4.—^Will a proper re-ad iustment of prices, enable the industrv as a whole 
to step up over-all production by approximately 10 per cent, as visualised in the 
standardization scheme? If not, please give an estimate of the probable increase 
of output that might be expected with a proper re-adjustraent of prices, 

Q, 5.—Once fair cx-mill prices are fixed, what factors fsuch as cotton, waercs, 
etc.) should he taken into account for automatic revision nf such prices from time 
to time. Please indicate the schedule or formula of differenMals which should be 
applied in cnlculatini? the extent of price adjustment necessitated by flxictuations 
in each of these factors. 

Q. 6.— (a) If, in your view, relief has to be given to certain units or sections 
of the mill industry, shrnild Ihis relief he given through a direct increase of prices 
or by a subsidy? 

(b) In case you prefer that the nccossarv relief should be given to certain 
units or sections of the industrv through a direct increase of prices, could you 
devise a structure of prices which, while giving the necessarv relief to the weaker 
mills, will at the same time not result in excessive ‘profits for the more efficient 
mills producing entegories of yarn and cloth? 

fc) Tn cn.se you prefer a scheme of aubsidv for the weaker mills, will yon 
please fi) indicate the basis and rate of the subsidy, (li) give an estimate of the 
amount, renuired for the purpev.^^*' and (iii) suggest ways and moans of finding the 
neces'^nry funds for I’he same? 

Cd) If any sp'^rial circumst mees applv to certain mills engaged in the pro- 
ducriou of v;pm alone, ideasr i trdc the cirpumstances affecting those mills and 
indicate how *heir difficulties may be removed, whether by price adjustment or by 
any other method. 

ISISITOB 
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Q- 7.—^Apart from price adjustments and capital labour relationship, are 
there any other important factors, such as shortage of cotton, coal and mill-stores 
or transport difliculties, which are responsible for the recent decline in produc¬ 
tion? PIcasA indicate practicable measures by which these factors can be improv¬ 
ed. 


8.—In view of the necessity of checking the tendency of the price level 
and cost of living to rise, (a) what minimum rate of profit on fixed capital should 
be allowed as part of fair ex-mill price of cotton ercK)ds ? (b) should tins rate of 
profit be reduced to per spindle and per loom profit? (o) if so, on what basis? 
PI case give full facts and reasons. 

Q, 9.—Besides the fixed monthly office allowance, what further amount of 
managing agency commission should be allowed for services rendered by the 
Managing Agents in respect of PRODUCTION and which should form part of 
fair ex-mill price of cotton goods. 

Q. 10.—(a) On what basis should the working capital of a mill be calculated? 
Should it be equal to 3 months* or 4 months* or 6 months* cost of production? 
Please state the reasons. 

(b) Tn view of the present condition of the money market, what minimum 
rate of interest should be allowed on woi^ing capita? Please state your 
reasons. 

ic) If working capital is borrowed partly or wholly, at what rate or rates 
is it now borrowed by the majority of the mills in your area? 

Q. 11.—(a) By what method do the majority of the mills provide for 
depreciation? Do they do it by creating a depreciation reserve fund or by writ¬ 
ing down the assets year by year? 

ib) At what rate is the depreciation provided for by the majority of the 
mills? Is it at income-tax rate or at a rate higher or lower than the income-tax 
rale? If it is different from the income-tax rate, please specify the rate or 
at ■which depreciation is pro\’ided for by the mills. Also please give reasons for 
the adoption of a rate different from the income-tax rate. 

Q there are any other special factors which have e bearing on the 

determination of fair ex-mill prices of cotton yam and cloth, or any class of yam 
or cloth, please indicate them and explain their incidence on the fair ex-mill 
prices. 



4e> 


APPENDIX II 


Questionnaire based upon the revised terms of reference and issued in March, 

1948. 


Q, 1.—The industry has recently fixed ex-mill prices of various tj^es of yam 
and cloth. Do you consider these prices fair and reasonable, taking into account 
current prices of cotton and present levels of wages in different centres of the 
industry f If not, please give your reasons. 

Q. 2,—^Do you consider that the prices fixed by the industry will enable the 
mills, whether purely spinning or composite,‘to reach the production targets fixed 
•by their respective Panel Members? If not, please give your reasons. 

Q, 3.—Once fair cx-miU prices aro fixed, what factors (such as cotton wages, 
etc.) should be taken into account for automatic revision of such prices from time 
to time? Please indicate the schedule of differentials which should be applied in 
calculating the extent of price adjustment necessitated by fluctuations in each of 
these factors. Also, please indicate a reasonable interval of time for which prices 
should remain unaltered. 

Q. 4.—(a) Please describe in detail the basis adopted by the mills-in your 
area for arriving at their cost of raw cotton. 

(b) Do you consider that basis economical for the mills? If so, please give 
reasons. If not, please suggest a better basis. 

Please state facts and figures: 

5 ,—On what basis should the office oHowauce of managing agents be fix¬ 
ed? What further remuneration to managing agents should be allowed for 
services rendered by them in respect of factory production? 

Q, 6.—I a) By what method do the mills in your area provide for deprecia¬ 
tion? Do they provide it by creating a dcp3‘f>ciation reserve fund or by writing 
down the assets year by year? 

(b) At what rate is the depreciation provided for by the mills in your area? 
is it provided at the rate allowed by the income-tax rates or at a rate higher or 
lower than that? If it is different from the income-tax rate, please specify the 
rate or rates at which depreciation is provided for. Please give reasons. 

Q, 7.—(a) On what basis should the working capital of a mill be calculated? 
Shomd it be equal to 3 months’ or 4 months’ or 6 months’ cost of production? 
Please give reasons. 

(b) In view of the present condition of the money market, what minimum 
rate of interest should be allowed on working capital? Please give reasons. 

(c) If working capital is borrowed partly or wholly, at what rate of interest 
is it now borrowed by the mills in your area? 

Q, 8.—(a) What minimum rate of profit on fixed capital should be allowed 
as part of fair cx-mUl price? 

(b) Should this rate be reduced to profit per spindle shift and profit pet 
loom shift? 

(c) If so, on what basis? Please give reasons. 

9—If there are any other special factors which have a bearing on the 
determination of fair ex-mill prices of yarn and cloth, please indicate them and 
explain their incidence on the fair ex-mill prices. 

Q. 10.—Apart from price adjustments and capital-labour relationship, are 
there anv other important factors which have been responsible for the decline in 
production in 1046 and 1947? Please indicate measures by which production can 
be increased. 

Q. 11.—What moasures should be adopted by the industry andjot by QoTen\. 
ment to keep the prices of yam and doth at reasonable levels? 



APFjiNDlX in 


List oj jv3fn$ or perso^hs, who ;fubmitted rtpliitH to the Board'§ qus8tioii4M4re or 

sent memoranda. 


I, THOSE WHO SUBMITTED REPLIES TO THE QUESTIONNAIRE: 

(a) Millowners Associations, 

1. Ahxncdabad Millowners’ Association, Post Box No. 7, AHM.EDABAD, 

2. Bengal Miilowners^ Assoeiauon, 2 Church Lane, CALCUTTA. 

3. Feueration oi Barocla State Mills & industries, BAiiODA. 

4 Indore Millowners^ Association, INDORE (C.I.), 

6. MillowncrS’ Association, Elphinstone Building, Churchgate Street, P.B.. 

JNo. VO, JiuAUiAY. 

G. Southern luoia jUiiiowners’ Association, Race Coui*se, COIMBATORB. 

7. Upper India Chamber of Commerce, ICANPUR. 

(b) Chambers of Commerce and other Associations. 

1. All India Textile Workers’ Federation, Dalvi Building, Pare!, BOMBAY 

12 , 

2. Bombay Country Fancy and (ircy I’iocegoods Merchants’ Association, 

Mulji Jctlia Muraet Hall, bhULkii JUemon blrcet, BOMBAY 2. 

3. Bombay Province Hand Loom Weavers’ Asbociation, 104, Oanj Path, 

PUUNA 2. 

4 Bombay J^nareholders’ Association, Agukhan Building, Dalai Street, 
Fort, BOMBAY. 

5. East iuuia L/uitou it^^uclallou Linuttu, The Cotton Exchange, Marivori 
Baziiiar, J»OMBAi 2. 

u, Federutiun ot Bomoay heuiil C)oih Dealers’ -iVssociation, 13, Bhangwaui, 
JHiibadevi Road, BOMBAY 2. 

7. Indian Lhaiancr oi i.ommcixe, lo- A, Netiiji Subhas Road, C^VLCUTTA, 

8. Maskati Cloth Market Association, Maskati Cloth Market, Railwaypura 

I’ost No. 2, AJIMEDABAD. 

1). Marwari Chamber of Commerce, Imperial Bank Building, Burra Bazar 
Brunch, CALCUTTA. 

10. Surat Weaving Association, Limda Chowk, Lokhandwala Building, 
SURAT. 


(c) Others. 

1. Delhi Cloth A General Mills Company Limited, Post Box No. 39, 

DELHI. 

2. Director of Industries, East Punjab, KAIJCA. 

3. Gaya Colton and Juto Mills Limited, GAYA. 

4 Kanga, M. P., Mi*,, Director of Indus!rio«!, Bf»MBAY. 

5. Kcshawlal Himathd, KALOL. 

!». Motllal Agarwal Mills Limited, GWALIOI?. 

7. Madura Mills Company Limited, P.O. Box X . 3.), MADURA. 
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5. Textile Miilfi, AIJKAJ. 

Lhi mmarayaii, A:ViALMLli (lii. K.). 

10. Parula Talitka ii?ri«liooni Weavers'’ Associaiioa, Parula (East 
Kandesh), 

Jl. bHVttUttia iuieipratimi ALiiU Co., Ltvt., >>i)ituiing ;uiU Wfyvui^ Mills, 
AKOLA. 

J2. Sur, 1. P., Mr., 5, Amrita Bauer^oe Koad, Kaliglial, CALCTJTTA 
26. 

i:C Shree Bunuman Cotton Mills Co., I'uleslnvar, I*. O. Uluberia, Ja^juu- 
nathpur, WEST BENGAL. 

J4. Sh ErJsiuiarajomtra Mills Ltd., Sri Krishnanijeiidija Mills P. 0., 
MYSORE. 

iO. Tarke, N. 3l.. Mr.. N’oil.li Kasha No. hOS, SRtJLAPLJv. 

I!. THOSE VVILO SULMrJTED vVRITTEN MEMORANDA : 

(a) Chambers of Commerce and other associations. 

1. Adoni Handioom Cloth Weavers’ Association, ADONI. 

2. Andhra Chamber of Commerce, MADRAS 1. 

3. Bengal Textile Dealers’ Association, 30, Cotton Street, CALCUTTA. 

4. Cloth Commission Agents’ Union, Kucha Kiianchaad, .DELiii. 

5. Hand-Dyers, Hand-Printers, Hand-Bleached Goods Dealers’ Association, 

31, Cotton Street, CALCUTTA. 

6. Marwari Chamber of Commerce, Imperial Bank "Building, (Burra 

Bpzaar Branch), Calcutta. 

7. Marwari Sammeiaii, 152-B, Harrison Road, Calcutta. 

8. Piecegoods Merchants’ Association, Eairukhabad. 

9. U. P. Cloth Retailers Chamber, H.O. 75|89 Kanjit Purwa, Kanpun 

(b) Others. 

1. Buckingham and Carnatic Mills, Ltd., Madras. 

2. Bhonsule, G.A., Mr., Tikckar Road, Dhantoli, Nagpur. 

3. Cosmic Commercial Co., Kotavijay Laxmi Buildings, 712-13, Chickpet, 

Bangalore City. 

4. Hiraatial Jagjiwan, Mr., Agakhan Building, Dalai Street, Fort, 

Bombay, 

5. Jayantilai R. Anklcsaria, Mr., 8l!2, Patwari Society, Mani "Nagar, 

AiniEDABAD 8. 

d. Kshirsagar, T, V., Mr., <d, Sonnvarpt’l, SHULAPUR. 

7. Mangaldas Ramji, Mr. Cjo Amulakh Anuchand Co., 32-36, Marwari 

Bazaar, BOMBAY 2. 

8. Morabad Spgi and Wvg: Mills Co., Ltd., MORABAD. 

9. New India Fabrics, (Handloom Products), Mission Quarters, TRICHUR 

(Cochin State). 

10. National Cotton Products, Ltd., 35, Haines Road, WORLI. 

11. Paihy, G. K. V,, Mr., Pa<iimi Nilavam, 19, Avenue Road, liANGALOHE 

CITY. 

12. Shirodkar, V.R., Mr., Jan Mansion, Sir P. Shah Mehta Road, Fort, 

BOMBAY. 

13. Shree llanimian Cotton Mills Co., Fuleshwar, P. O. Uluberia, 

JAQUNNATHPUR, (West Bengal). 

14. Shree Sayaji Mills Co., Ltd., P. Box No. 37, BARODA. 

16. Vasant Vi jay MiUs, 470-71, Worli Road, BOMBAY 18. 

16. Vadilal Lallubhai, Mr., M^eswari Mansion, Napean Sea Road* 
BOMBAY. 
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APPENDIX IV. 


j)etail 9 regarding visits to Cotton Mills hy the President^ Members <tnd Secretary 

of the Board, 


Xamc of the ziMils. 


1. Wostern India Ch.uii'.Kporfii, Bombay 

2. The iiohini Ltd., Civlci.t.la 

3. V'd.- 4 a ui V i j ) y >ti lii, \\ o rl i, i Jo re ba v 

(Vi-roly a prooj:b,sii g oiiU., 

•J-, J Ja i,-..: ii Wa IL cL Caj p a t it * iV: U' s H d., ^TadiMB 

;V, i\ nxury &. Co. Ltd., Bot'bay 


VtTSoimi?:! of tho Board >*ho 
visited the 

Date of 

President, Dr. Oey, Dr. | 
Naidu and Secretary. 

28-11-47 

Presidei-i 

0-1247 

Vrosident' Dr. Naidu Mid 

1 21-1-48 

Secretary. 


Dr. >5uidu 

i 3-2-48 

Vreeulei.t, Dr, Day, Dr. Naidu 
j;nd Sr-trciaiy. 

j 27-2-48 

t 


APPENDIX V. 


List of associations and persons who were invited to give evidence before the 

Board. 


L—JtflliLOWNERS^ ASSOCJ ATIOK: 

1. Abmcdnbad Millowiiers* Association, AHMEDABAD. 

2. Jiengal Millowners’ Association, CALCUTTA. 

3. C. P, ^til I owners’ Association, NAGPLIR. 

4. Federation of Baroda State MU Is & Industries, BARODA. 

5. Indore Millowncrs’ Association, INDORE. 

6. M i)loH'ncr>>’ Association, BOMBAY. 

7. Southern uidia Millowncrs’ Association, COIMBATORE. 

S. Upper India Chamber of Commerce, KANPUR. 

IL—TRADE UNJONB: 

L All India Trade Union Congi’ess, BOMBAY. 

2. Ail India Te.rtile Workers’ Fedonition, BOMBAY, 

3. Indian National Trade Union Congress, BOMBAY. 

4. Textile Liibour .\sdoeialion, AHMEDABAD. 

1II.—SHARILHOLDE RS’ A SSOCIA TION: 

1. Bombay Share Holders^ Association, BOMBAY. 

1 M- -MKRCilANTS ’ ASSOCIATION: 

1. All India Feder.ation of Ciotli & Yam Dealers' Association, BOMBAY. 

2. Bombay Country Fancy & Grey Piece-goods Merchants* Association, 

BOMBAY 

3. Bombay f’iocegoods Native Merchants’ Association, B03fBAY, 

4. Foderat’on of Bombay Retail Cloth Dealexa' Association, BOMBAY. 

5. Maiikati Cloth Markets Association, AHMEDABAD. 
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V. —CONSUMERS; 

1. Mr. M. Ananthasayanain Ayyangar, M.L.A. (Central), CHITTOOR 

(Distt.). 

2. Mr. Bahabbai J. Patel, M.L.A. (Botnbav), NADIAD. 

3. B. Das, Esq., M.L.A. (Central), Orissa: CUTTACK. 

4. Director of Industries, Bihar, PATNA. 

5. Director oC Industries, MADRAS. 

6. S. Nijalingappa, Esq., President Kamatak Provincial Congress Com¬ 

mittee, flUBLI. 

7. Prof. N. O. Itanga, President, Andhra Provincial Congress Committee. 

BRZWADA. 

VI. —RAW COTTON SUPPLIERS: 

I. East India Cotton Association, BOMBAY. 

OFFICIAL. 

The Textile Commissioner to the Govt, of India, or liis representative. 


APPENDIX VI. 


TAat of asaoeiation.i and persona who attended the inquiry and were examined 

by the Board, 


4;th May 1948—it A.M. Names of the representatives, 

I.-^MILLOWNEU-S’ ASS0CT4TT0X; 

1. Ahmedabad MillowBers'Associa- 1. Mr. Karaanlnl Lalbibhai, 

tion, AHMKDABAD. 2. Mr. Kastin^hai Lnlhhai. 

3. Mr, Rnfilnl Nafhalal. 

4. Mr. AmraMnl Harq:ovanda5?. 

5. Mr. Madanniobfin Manf^aldas. 

6. Pnlel, S^oretary. 

2. Bcnjral Mi^o^vne^s^ Association, Mr. M. L Shah 

CALCUTTA. 

3. C. P. Millowners^ Association, Mr. K. F. Madnn 

NAGPUR. 

4. Fedoration of Baroda' State Mr. Chaturbhnjdns Chimanlal. 

Mills & Industries, BARODA. 

6, Millowners’ Associotion, BOM- 1. Mr. Neville N. Wadia. 

2. Mr. Krishrijirai M. D. Thackerscy. 

3. Mr. N. S. V. Aiyar, Secretary. 

(f. Southern India Mtllo^mm’ As- Mr. G. K. Sundnram. 

sociatioT), COIMBATORE. 

7. Upper India Chamber of Cora- 1. Mr. Mancrtnrani Jaipnria. 

merce, KANPUR. 2. Mr. E. R-ovston. 

Also present: Mr. T. P. Barat, Te.vtih 

Commissioner, Govt, of India, 


6th Mau 1948—11 A M. 
n.—TRADE UNIONS: 

1. All India Trade Union 

Confess, BOMBAY. 

2. AU India Textile YTorkers* 

Federation, BOMBAY, 


j 1. Mr, U. S. Mokashi. 
2. Mr. Manck Gandhi. 
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Names of the representatives. 

6th May I94ft-U A.M. , „ « „ o 

3. Indian National Trade Union 1. Mr. b. R. .Vosavada. 

Congress, BOMBAY. . . ‘A Mr. G. D. "• 

4 Textile Labour Association, Mr. N. H. bbaikh. 
AHMEDABAI). 

Also present: 


Mr. M. R. Kazimi, Director of 
Cloth, Office of the Textile Com¬ 
missioner, Govt. of. India. 


6th May 1948—3 P.M. 

III.~SHARE-HOLDERS’ ASSOCIATION: 

1 Bombay Share Holders’ Assoeia- Mr. J. J. Kapadia. 
lion,‘BOMBAY. 
m May 1948—3 P.M. 

TV—MERCHANTS’ ASSOCIATION: 

1. All India. Federation of C^th & Mr. Gordhandaa G. MorarTi. 

Yarn Dealers’ Association 

o BiSfivmntry Fancy & Grey 1 -Mj. Raghavji VHllabhdas Ka^ 
Pieeegoods Merchants’ Assoeia- 2. Mr. Gordhandaa Vandravan. 

3 Bomba® plw'ds Native Mer- 1. Mr. Navnitlal Ullubhai Shah. 
\hant;’ Association, BOMBAY. 2. Mr. 

*’SrVclrs^n“^so^^^^^^ I S^htbaS“^- 

’ ‘ Mashruwala. 

3. Mr. A. S. Thakore. 

4. Mr. Chandulal B. Satia (M.L.C., 

Bombay). 

. -i.. Mr. M. R. Kazimi, Director of 

Also present. Textile 


__ n.^T-i4- j-i'P Triiliei 


7th May 1948—11 A.M. 

V.--CONS TIMERS; 

] Mr. Babnbhai Patel, M.L.A., 
NADIAD. 


12f^ May 1948—3 P.M. 

<> Mr M. Ananthasayanam A>- 
vangar (M.I..A. Central,, 
CHITTOOR. 

Also present: 


Mr. M. R. Kazimi, Director of 
Cloth. Office of the Textile Com- 
miesioner, Crovt. of India yon 
7th May 1948 only). 


7th T/uw 1948—-4.1 o P.M. 

VT-RAW COTTON SUPPLIERS: 

Ksst Tnaia Cotto- A^sopml.on, 

BOMBAY. 


1. S'r Pursholaiinl.iK Thnkurdnf, 

K.B.E., C.T.E. 

2. Mr. Madanmohan Riiia. 

3. Mr, C. M. Parekh. 
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APPENDIX VII (A). 


CUusifieation of composite Mills into groups according to the number of looms 

and spindles. 


Looms. 


'Zone 

Belov 

260 

250 

to 

500 

500 

to 

1,000 

1,000 

to 

2,000 

2,000 

to 

2,600 

Above 

2,500 

Total 

BOMBAY ZONK 









Ahmkdabad Abba 

t 







Spindle*-- 









Bclaw 10,0()0 

. . 




., 




10,0U0 to 20.0(H) .. 



11 

4 




16 

20,000 to 40.000 .. 



7 

33 

I 



41 

10,000 to 80,00C .. 


i 


1 

3 

J ; 

/ 

1 • I 

4 

80,000 to 1.00;000 

. , 


' <. 




.. 

., 

Above 1,00,000 


*• 

•• 



1 


1 

Bomiiay City 









Spiraled 









Below 10,000 

•* 


' ! 

•• 





10,000 to 20,000 .. 



3 


•» 



3 

20,000 to 40,000 .. 


1 


12 

4 

1 


1 18 

40,000 to 80,000 .. 



1 

9 

20 

1 


31 

80,000 to 1,00,000 





1 

1 

1 

A 

Above 1,00,000 .. 




.. 

.. 


1 

1 

Bic8t of tbx Zoms 









Spindles - 









Below 10,000 


2 

1 


.. 

.. 


3 

10,000 to 20,000 .. 


1 

11 

1 

.. 

.. 


13 

20,000 to 40,000 .. 



8 

11 

1 

.. 


15 

40,000 to 80,000 .. 

* * 



1 

4 

1 

5 

80,000 to 1.00,000 



♦. 

.. 





Above 1,00,000 .. 


.. 


•• 


- 

•• 


LS16ITBB 











SpiD<)le*-• 


BIHAR ZONB 


B«lo«r 10,000 
10,000 to 20,000 
20,000 to 40,000 .. 
40,000 to. 80,000 .. 
80,000 to 1,00,000 
1,00,000 k, above 


Spindlei— 


PUNJAB ZONE 


Below 10,000 
10,000 to 20,000 .. 
20.000 to 40,000 .. 
40,000 to 80,000 .. 
80,000 to 1,00,000 
1,00,000 A •Kove 


Spir ilcB- 


RAJPUTANA ZONE 


Below 10,000 
10,000 to 20,000 .. 

20,000 to 40,000 .. 

40,000 to 80,000 .. 

80,000 to 1,00,000 
1,00,000 & above 

WESTERN INDIA STATES ZONE 
bpioJloa— 

Below 10,000 .. *. 

10,000 to 20,000 .. 

20,000 to 40,000 .. 

.•0,000 to 80,000 .. 

80,000 to 1,00,000 
1,00,000 & above 
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lioonisr—cowcWf* 




^250 

to 

600 


1,000 

to 

2,000 


Above 

2,500 

Total 

CENTRAL INDIA STATES ZONE 
Spindlea— 








Below 10,000 

1 . • 

1 


♦ . 


. 4 

] 

10,000 to 20,000 .. 


5 

1 

». 



6 

20,000 to 40,000 .. 



3 

2 


, . 

6 

40,000 to 80,000 .. 


. . 

. . 


.. 

. , 

. . 

80,000 to 1,00,000 



. , 





1,00,000 & abov» 


. . 

.. 


.« 



SOUTH ZONE 

Splodlea— 








Below 10,000 

1 

♦. 





1 

10,000 to 20,000 . 


6 


.. 

.. 

. . 

4 

20,000 to 40,000 .. « 

5 

3 

2 

1 

.. 

. . 

11 

40,000 to 80,000 ,. « 


2 

1 

1 

.. 

. . 

4 

80,000 to 1,00,000 

.. ■ 

.. 




* . 

.. 

1,00.000 & above 

« . 

. . 

.. 


.. 

1 

1 

HYDERABAD ZONE 

Spindlet-o 








Below 10,000 



♦. 


- 

*• 

• • 

10,000 to 20,000 .. .. . . ' 

20,000 to 40,000 .. 

1 

6 

2 


•• 


4 

2 

40,000 to 80,000 .. 



.. 

.. 

.. 

. , 

. 4 

80,000 to 1,00,000 



. * 


1 

1 



1,00,000 & above 


.. 

♦. 


1 

•• i 

. . 


C. P. ZONE 

Spindlea — 

Below 10,000 

i 




I 

1 

.. 1 



10,000 to 20,000 .. .. j 

1 

,. 


.. 

.. 


1 

20,000 to 40,000 ,, . . _ I 

1 

3 

2 




6 

40, COO to 80.000 .. ,, 1 



‘ i 


♦ •* 1 

1 

4 . 

1 

8<),000 to i.on.ooo .. .. 1 

j 

’ ‘ ! 

,. 

1 


1 



i,00,(K)0 ^ above .. . j 

i 

.. i 

i’ 

i 

1 > 

• • i 

• ' 1 

1 

















Si 


Jjoom»—eontd, 


Zone 

Below 

260 

260 

to 

600 

600 

to 

1,000 

1»000 

to 

2,000 

2,000 

to 

2,600 

Above 

2,600 

Total 

U. P* ZONE 

Spindles— 

Below 10,000 

1 


* ' V 





10,000 to 20,000 .. .... 

■ 

2 


•• 

- 


3 

20,000 to 40,000 .. 

1 

** 

3 

1 



6 

40,000 to 80,000 .. 

1 

•• 

“ 

2 

-■ 


3 

80,000 to 1,00,000 .. .. 


«. 1 


•• 




1,0,000 & aboTe 


- 

•• 

1 I 
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APPENDIX Vn (B). 


Clasgifieation of apinmt^ mills into groups according to ths number of spin^ss. 


i 

Zone 

Below 

10,000 

10,000 

1 to 

20,000 

20,000 

to 

40,000 

40,000 

to 

80,000 

1,00,000 

1 and 
above, 

I Boffibay Zone^ 






(a) Ahmedabad area ; 


- 

2 

•• 


(b) Bombay city: •. 

•• 

1 

2 

- 








(o) Best of Bombay Zone i ►. 

2 

4 

•• 

1 


11 W&stefn Indicb Btates »* 


I 


•• 


HI Central India Btatee ., 

1 

! 1 




IV Majputana Zone 

1 





V Punjab Zone 

2 

•• 

1 

' 



VI UsP. Zone . 

2 

3 

j 

1 


VII Bengal Bihar Zone 

2 

1 

2 

, 


VllI South Zone 

23 

12 

9 

2 

1 
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APPENDIX Vin. 

C^pJNO PRICES FOR CLOTH. 


Schedule of Reali^iation MuUiplieffi for all Cloth, 


Counte j Realisa- j 

_ tioTi Mul- Count 


Group 

1 

Wafp 

2 

Weft 

3 

Rccd 

4 . 

I! 

Indian Cotton 

1 A j 0 1 28 

n 

8 

6 

32 

m 

14 

10 

40 

IV 

14 

14 

44 

V 

20 ! 

1 

' 20 

52 i 

1 

VI 

20 1 

30 

54 ; 

vn 

30 

1 

30 

66 j 

VllI 

30 i 

40 

62 


tiplier in I varia- 

Picks Annas per | tion I 

lb, of yam i 

fi 6 7 j 

Up or 
down in 
annus per 
count. 


28 

9*20 ' 

32 

I3*b0 

40 

18*00 ; 

44 

19*20 1 : 

1 

62 

24-60 i i 

54 

26-26 |J 

56 

31-60 h 

{ 

02 

37-60 J 


i 


Imported cotton and carded 


IX 

40 

40 

66 1 

66 

1 46*90 

1 


X 

40 

50 

68 

68 

i 48*10 

1 ' 

i- •4(» 

XI 

40 

60 

70 j 

70 

52*20 

1 

xn 

50 

60 

72' 

1 

72 

60*50 

J 

xm 

60 

80 

1 

74 

1 1 

; 74 

70*00 1 

^ j 

XIV 

70 

00 

78 

78 

88*00 1 

/ 

XV 

80 

100 

82 

82 

97*40 

-40 ^ 

XVI 

1 

100 

120 

90 

90 

i 141*02 1 

1-00 ; 


Cotton Adjustment 


8 


No allowance for imported 
cotton is allowed even if it is 
used in any cloth linked to 
these Groups. The follow¬ 
ing aro, however, the excep¬ 
tions :— 

A. For (i) very specialised 
qualities, and (ii) qualties 
intended for export only to 
be distinctly specified in the 
price notification by so- 
pa rata export trade marks 
und/or numbers, the Chair¬ 
man has the absolute dis¬ 
cretion, in consultation witj 
Mr. T. V. Baddcicy and 
Mr. J, C. Lancashire, to 
allow the actual difference 
between any imported cot¬ 
ton and Indian cotton of 
appropriate mixing for the 
counts of yam spun 

B. For cloth with warp 
count nOs and over and 
reed 56 and over nil allow¬ 
ance of 4 unnns per lb. of 
yam for actual imported 
cotton used will bo given. 

(a) if combed yarn is used 
increase multiplier by 4*0; 

(b) if Indian cotton is used 
reduce multiplier by 6*00. 

(c) In cases of qiialitios raaiiu- 
fuolured from warj) yarn of 
counts 42s and over spun 
from Gi/.a 7 or equivalent 
Egyptian*. 

if uncombed yarn is used re¬ 
duce the multiplier by 4*00, 

if uncombed yarn is used re¬ 
duce the multiplier by 4*00. 


•Tj^es exclndinfr Sudans and Uppers, and linkod to Groups IX to XII in¬ 
clusive, an additional 6 as. per lb. will be allowed for the quantity of such cottons 
actually used in I be mixing, if the mill ])roves fo the satisfaction of the Panel 
Member and the Cbaiman that such cotton have been used in the mixing. 
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METHOD OF LINKING; 

1» All varieties of cloth manufactured by mills should be linked with one or 
the other of the Groups mentioned in the above Schedule. 

2. The linking shall be done according as the total of the counts of warp and 
weft in the cloth is nearer approximation to the total of the counts of warp and 
weft yarn specified in columns 2 and 3 against any of the groups in the Schedule 
with the exception that all cloths with warp above 34s count and made from im¬ 
ported cotton shall be linked to Group IX. 

3. The basic adjustment between counts for cloth in each combination of 
counts shall be arrived at for the composite counts and is to be applied to the total 
weight of yarn in warp and weft including 5 per cent, allowance for wastage and 
coarseness of counts. In other words, yarn w'eight in both warp and weft of a iy 
cloth should be worked out oh the actual counts of yam used in the cloth and the 
5 per cent, allowance for wastage should be added. 

4. The following changes in the realisation multiplier for variation in counts 
of warp and weft, reed and picks and type of cotton, etc., are to be made:— 

A.—COUNT VARIATION: See column 7 in the above Schedule. 

^TYPE of CO^TTON : See column 8 in the above Schedule* 

C. — (i) VARIATION IN REEDS : For every upward variation of 4 reeds 

the multiplier specified in column 6 in the above Schedule of multi¬ 
pliers after adjustment of count variation if any shall be increased 
by 1|2 per cent. 

(ii) VARIATION IN PICKS : For every upward or downward varia¬ 
tion of 4 picks, the multiplier specified in column 6 in the above 
Schedule* of multipliers after adjustment of Count variation if any 
shall be increased or decreased by 1 per cent. 

D. —TWISTED YARN QUALITIES: 

(a) Dorati .- For such qt^alities which are both double draw in the warp 
^d double wound m the weft, the appropriate multiplier after ad¬ 
justing the count, reed and pick allowances shall be decreased ty 
IP per cent, mth a minimum of 3 annas. 

(b) Dosuti : For all such qualities with double drawn in the warp or two. 
ply weft the appropriate multiplier after adjusting the count, reed 
and pick allowance shall be decreased by 5 per cent with a minimum 
OX li as. 

(o) Twisted Yarn Qualities : For all qualities manufactured out of double 
or more twisted yai-n, the appropriate multiplier after adjusting 
the count, reed and pick allowances shall he decreased by 5 cent 
(with a, minimum of annas) in case both the warp and weft yam' 
are twisted and by 2* per cent, (with a minimum of 3(4 annas) in 
ease either warp or weft yam is twisted. 


DTH ALLOWANCE : The above Schedule applies fairly uniform- 
/ huahties of 30 in. and over and for all bleached, d»ed 

and finished qualities of width 28 in. and over. For widths lower 
than 30 m. grey or 28 in. bleached, dyed or finished, the multipliers 

ease of Dhoties and fiarees for which increase .hall be 2.00 (split* 
excluded in all cases). 



SCHKDULB OF BLEACmNG, DYEING, FINISHING AND OTHEK 

OlIAiiGES, 


(loUi weight, uf yarn meau« actual yam weight plu» 5 per cent. lor wantage and 

coai’saness of count). 


X. Bleaching & Finishing charge- *- 
Groups 1 to 6 
Groups 7 and above 

2. Backlilling charges 

3. Finishing charges for clothe 60s 

warp and over. 

4. Scouring charge 


3i as. per lb. ot total weight of yam. 

4 as. per lb, of total weight of yarn, 
i iis. per ib. of total weight of yai’ii. 
i as. per lb, of total weight of yam. 

li H;>. per lb. of total weight of yarn. 


5A. Yarn dyeing charges tor Fast to Ulcadi shades fV^tt colo77ri:>— 

(a) Border yarn foi( Sarees ^ 

Dhotics only: 

(i) Very dark colours 


in 


(ii) Dark, Medium & Light 
euiom’?^. 

(b) Dyed yam used in Sneie.s 
shirtings only. 


yam used 
yam used in 


and 


32 as. per lb. of dyed 
border only, 
it) as. per lb. of dyed 
border only. 

as. per lb. of dyed yarn used for all 
shades. 

{Note,- This dyeing charge will only be given in ca.ses of qualities of cloth 
specified linked to Group VIIt and above in which th? reed used ia 
60s and over. Otherwise, the appropriate charge according to the 
shades of dyed yarn used will only be given). 

(c) Past dyed yarn used in qualities other than those mentioned in (a) and 
(b)-- 

(i) Dark shades ,. 15 ns. per lb. 

(ii) Medium shades «. 10 as, per Ib. 

(iii) Light shades .. 6 as. per Ib. 

B. Yam dyeing charges for Sulphur colours— 

(i) park shades •. 6 as. per lb. 

(ii) Medium Ss Light shades .. 3 as, per ib. 


6A, Piece dyeing charges for fast to 

(a) Dark shades 

(b) Medium shades 

(c) light shades 


bleach shades (Vat colours^,— 
15 as. per lb. of yarn. 

10 as. per Ib. of yarn. 

6 as. per lb. of yam. 


B. Piece dyeing charges for Sulphur colours- - 

(a) Dark shades 6 as. per lb. of yam. 

(b) Medium & Light shades 3 a.s. per lb. of yarn (applicable only 

to export qualities). 

C. Piece dyeing charges for Napthol colours— 

(i) 1 per cent, shades .. 21 as, per Ib. of yarn. 

(ii) 2 per cent, shades .. 5 as. per lb. of yam. 

(iii) 3 per cent, and more 7i as. per lb. of yam. 

shades. 
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D. Other piece dyeing charges— 

(a) Mineral Kiaki dyeing .. 6i as. per lb, o£ yam. 

(b) Vegetable Khaki dyeing ., 3 as. per lb. of yam. 

(e) Hydron Blue dyeing .. 10 as. per lb. of yarn. 

E. Waterprooiing . • 3 as. per lb. of yarn. 

7. Piece and Yarn dyeing charges for commercial quality, direct or basic colour— 

(a) Dark shades .. 5 as. per lb. of dyed yam used in 'the 

body or border of cloth. 

(b) Medium & Light shades .. 4 as. per lb. of dyed yarn used in the 

body or border of cloth. 

8. Cotton dyeing charges—' 

(a) Fast and Direct colour dyed: The dyeing charges will be allowred on thq 
basis of the shade of yarn spun from dyed cotton and used in the cloth irrespec¬ 
tive of the percentage of dyed cotton used in the yarn. In other words, the 
yarn spun from dyed cotton will be compared with the shade card to find whether 
it falls under the category of light, medium or dark and the appropriate dyeing 
charge will be given for the total weight of yarn spun from dyed cotton. 

(b) Sulphur colours: 8 as. per lb. of actual cotton dyed used in the yam. 
Note: —(i) The dyeing charges provided above will only be allowed after 

comparing the shades of dyed yarn or cloth with the shades of dyed yam pattema 
already sent to mills and Panel Members. No dyeing charges will be allowed for 
shades lighter than the light shades in the pattern covers sent to mills and Panel 
Members. 

(ii) All dyeing charges in paragraphs 5 to 8 are inclusive of any charge for 
bleaching and scouring which may be necessary before dyeing. 

9. Mercerising charge— 

(a) 2 as. per lb. for cloth 4 ozs. and heavier per square yard. 

(b) 3 as. per lb. for cloths lighter than 4 ozs. per square'yard. 

(c) 3 as. per lb. for yarn mereerised for all counts. 

10. Charges for roller printing in Fast to Bleach colours of all cloth of 
width 26 in. and under— 

(1) For 25 per cent, of printed surface or more: 

(a) Single colour printing .. 2J as., per yard. 

(b) Double colour printing .. 4i pies more than (a). 

(c) Three colour printing .. 9 pies more than (a). 

(d) For every additional colour, add 4J pies per yard extra. 

(ii) For less than 25 per cent, of printed surface, one anna and nine pies per 
yard. For every additional colour 3 pies more per yard. 

Note:—{l) For cloths of width over 26 in., take proportionate charges on- 
the basis of the charges for widths 26 in. and under. 

(2) The printing charges given are inclusive of the charge for any bleaching 
or scouring of the grey material before printing. 

(3) Where bleached or scoured cloth is dyed or printed, the charges specified 
above shaU be reduced by 6 pies per yard in every ease. This appKes only to oniU 
side processors who are dyeing or printing scoured or bleached or ^ey cloth 
delivered to them by dealers. Mills who are manufacturing grey cloth, scour or 
bleach it before printing or dyeing and subsequently print or dye the saine are 
required to calculate the prices for the printed and dyed materid by addmg to the 
grey prices the appropriate printing or dyeing charges specified above. 
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11. Dual Processing— 

(i) In cases where (a) cloth containing cotton dyed yam is piece dyed, 

and (b) piece dyed cloth is subsequently printed, no charges for 
piece dyeing will be permitted, , xi * • 

(ii) No piece dyeing charges will be allowed in cases where cloth, contain¬ 

ing more than 20 per cent, of dyed yam in the warp andlor weft, 
is piece dyed, ' 

12. Raising charges— 

(i) One passage two sides .. 3 pies per lb. 

(ii) Two passages one sido .. 3 pies per lb. 

(iii) Three passages or more, 

two sides • • ^ 

13A, Bobby Allowance for borders in Bhotics and Sareea— 

(i) Unto 12 shafts .. (a) IJ as- per lb. for 40s. warp and 

below. 

(b) 3 as. per lb. for counts above 405 
warp. 

(ii) From 13 shafts to 32 shafts— Double the charges in (i). 

(iii) From 33 shafts and above—Three times the charges in (i). 


B. Allowance for Ground Dobby Weave— 



. 

Wttrp count® 

Charge 

Up to 12 
shafts 

1 

8 per lb. 

Trom 13 
to 32 
shafts 

33 shafts 
and 
above. 



As. 

As. 

As. 

158 and bolow .. 

i 

i 

ij 

2i 

Between 168 and 34® 

. 

H 

3 

*4 

Between 85 b and 69» 


3 

6 

9 

608 and above ., ^ • • • • • * ’ j 

\ 

9 

134 

14. Jacquard Allowance— 



Charges per lb. 1 



120 


1 j 


Warp count® 

noodles 

Above 

1 i 

Above 


and loss 

120 and 

1 240 & 

400 



upto 240 

1 upto 400 


1 

As. 

As, 

! As. 

i 

As. 

15i and bolow • * ♦ • 

i ^ 

3i 

1 


1 

Between 16s and 348 . • • • • • 

1 

! 6 

n 

1 0 

1 

104 

Between 35s and 59« .. •» • • 

9 

! 

1 l.H 

i 

161 

60b and above 

i 12 

i 

! w 

21 


(Note :—The allowance of Dobby and Jacquard specified in paragraphs 13 
and 14 above are to bo added on the basis of weight of yam in warp and bordw. 
LlnsL of weight of weft yam. hut with the 5 per cent, allowance for wastage). 


LS15ITBB 
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18. Difopbox AUowaUd#— 



1 Charges per lb. 

Warp ootmt 

2 and 3 shuttles 
Annas. 

4 shuttles and above* 
Annas. 

16b and below .. 

4 

6 

Between 16s 6; 348 . * . * 

8 

1 

10 

Between 309 & 69s .. 

12 

1 

16 

608 ond above 

1 

16 

20 

1 . 


(^otei —^The Dropbox allowance is to bo taken on tbe total weight of yam 
in the piece). 


16. Leno Weave Allowance— 

(a) Doups per inch in reed not exceeding 3 6 9 12 14 16 18 

Allowance—^per inch of grey width in annas 

per 24 yards piece .4 ,6 .8 1.0 1.2 1.4 1.6 

The maximum, number of doups per inch in the reed for which the allowance 
will be given are: 

(b) Resnltant counts 10a to 16a max: 14 doups per inch. 

17b to 285 max: 16 doups per inch. 

29a to 40s max: 18 doups per inch. 

(Note: —(1) The term resultant counts’^ is to be applied to the yam pass* 

ing through the doups. This is usually two or three fold yam. 

(2) In the case of patterned lenos, i.e., when a part of the cloth is leno weave 
and part some other weave the number of doups per inch is to be determined by 
dividing the total grey width by total number of doups in the reed, 

(3) When the number of doups exceeds the number mentioned in sub-parap> 
graph (b) the allowance given will be Kmited to the weight of yam based on the 
number of ends per inch in sub-paragraph (b). 

17. Dhoties and Sarees allowance— 

Border—(1) For grey or bleached double yam used in the borders of 
dhoties and sarees, the following charges per lb. of border yam used are to be 


m 

— 










Ks. a. p. 


2120 

.. 



1 12 0 

2 

30s (Indian Cotton) 

.. 

♦ » 


2 4 0 

2 

30s (Imported Cotton) 

.. 

« • 


2 0 0 

2 

40s 

.. 



3 2 0 

2 

50s 




3 14 0 

2 

60s Uncombed 

*« 



4 10 0 

2 

60s Combed 

, ^ 



4 14 0 

2 

80s Uncombed 

*, 



6 0 0 

2 

SOs Combed 

*. 


• . . 

6 4 0 


(2) For grey or bleached single yam used in the borders of dhoties and 
sarees, the multiplier for the approprijate single yarn provided in the Schedule of 
Multipliers increased by 2 annas per count shall be taken. 

(3) For dyeing and mercerising, add appropriate charges provided in the 
preceding paragraphs. 

Note: —A. For double yam of counts other than those specified above, aver¬ 
age proportionate charges are to b© taken. 









B. The charges specified in this paragraph are to be applied in respect of the 
total weight of warp yarn used in the border; and for arriving at the price of the 
full pi^ce, the weight of the border yarn should be deducted and only the weight 
of the ground cloth taken for purposes of linking with the realisation multiplier 
given in the Schedule. 

C. In addition to the above, the following compensatory allowance shall be 
added to the final prices of dhoties and sarees for loss of production:— 

(a) 3 pies per yard in the case of dhotiea and sareea manufactured from 

warp and over and linked to Groups npto and including Group 

(b) 6 pies per yai"d in the ease of dhoties and sarees linked with Groups 

IX and above. 

These compensatory allowances will only be given in respect of dhoties and 
sarees, the widths of which are not less than 39 in. grey or 36 in. bleached. 

18. Grandrelle Yam— 

(i) One end grey and one end colour to be treated for dyeing charge as 

single yarn in receipt of weight, and half the dyeing charges ap¬ 
propriate to the depth of shade will be allowed on the total weight. 

(ii) If both ends are coloured in different shades, the full weight will be 

taken, and the dyeing charge on full weight will be allowed at a 
rate which will be average of the rates appropriate to each dyed 
shade. 

19. Artificial Silk Qualities:— 

(a) Single artificial silk, Rs. lfi-12-0 per lb. of artificial silk. 

(b) Double artificial silk, Rs. 11-8-0 per lb. of artificial silk. 

For dyeing charge add Re. per lb. of artificial silk in the case of fast 
dyeing and 10 annas per Ib. in th^ case of direct dyeing. 

20. (a) For border print on 

both sides .. .. i anna per yard extra. 

(b) For single border print i anna per yard extra. 

21. Allowance for Drills . ,, f anna per ib. of yam. 

Note *,—Twills are to be treated as plain cloth and no additional charges will 
be given even if woven on bobby or tappet, 

Terry motion allowance *. 1 anna per lb, of yam over and above 

the dobby allowance. 

23. Felt Calendering Allowance i anna per Ih* 

24. Beetling Allowance ,* J anna per lb, 

25. Shadow Poplin Allowance: 

(a) An allowance of i anna per yard extra will be allowed if the quantity 

of reverse twist yarn in the warp is 50 per cent, and more of the 
total weight of warp yam. In other cases, the allowance will be 
i anna per yard. These allowances will only be given in cases whero 
the quality is manufactured with warp counts of yam 36# and 
over. 

(b) The allowance will not be given in the case of (i) split qualities tod 

(ii) in qualities the widths of which are less than 28 in. finished. 
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26. For Bleached Mulls not leontaining any coloured yarn in the body, of 
46 in. width and more produced from 60s warp and over andjor linked to Group 
12 and above, an additional allowance of i anna per yard 'will be given. 

27. Compensatory coal allowance for mills wherever situated, whose motive 
power is entirely or preponderatingly produced from coal: In the base of all 
grey qualities which have undergone no further processing other than calender¬ 
ing, the appropriate grey multiplier after adjustment of variation ■ of counts, 
reeds and picks, if any, shall be increased by 5 per cent. (This allowance is not 
admissible in the ease of any cloth which is either scoured, bleached, dyed or 
printed, with or without mercerising). 

28. Allowance of Handkerchiefs: (i) Herm stitched: 25 per cent, above the 
final price arrived at on the basis of the schedule; (ii) Ordinary stitched: 15 per 
cent, above the final price arrived at on the basis of schedule. 

Note :—^These charges are inclusive of ironing and packing. 

28. larn in selvedges used in cloths other than Patti Mulls and Voiles; 
Double or single yarn if any, used in selvedges of cloth other than Patti Mulls 
and Voiles should only be treated as falling within the warp yam used in I the 
cloth and will not be permitted to be taken as border yarn and will not ]be alloi!?- 
ed the special charges for border yam. 

30. Tapestries and Furnishing ^Fabrics: Ceiling prices for these will be fixed 
by the Chairman in consultation with Mr. T. V, Baddeley, and Mr. J. C. Lanca¬ 
shire. .Forms of manufacturing particulars are, therefore, required to be sub¬ 
mitted by the mills direct to the Chairman, together with samples of the qualities. 


Schedule for Calculation of Blanket Ceiling Prices, 


Warp 

Weft 

Reed 

Picks 

Realisation multiplier per lb. of yarn 
(in annas)* 

ids 

28 

36 

20 

10.40 


Note: —(a) No adjustment is to be made for variation in counts of weft belour 
2s. Adjustment for variation in counts of warp below and above 14s, and pf 
weft above 2s, is to be made on the same basis as provided in the Schedule. 


(b) For variation-in reed and pick, same as in the Schedule. 

(c) The multiplier is to be applied for all light and medium dyed blankets, 
no extra charge being given for dyeing. 

(d) In case of Sulphur Dyed cotton blanket, an extra charge of 2i annas 
per lb. to be taken. 

(e) No heading or hemming charges to'be taken. 

(f) Raisbg charges half an abna per lb. 



Statement showing the rates of depreciation renting to the 16 eosted mills. 
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The New Swadeshi Miils of Ahmedabad^ Ltd. - — ^ —Not available^-- • — -Not available- - ! 6*85 I 5*4ji j 4 •24- 
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16 Cawnpor6Te3:tae9,Ltd. I I>o. | 3 66 3-3S *133 7-26 6*36 7-67 6 16 6-30 6-32 

♦Thw IB the provision made in the second half of the year ending 30th September. Balance Sheet for the fii^Th^ year is not avababie 
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APPENDIX X. 


Stat$m»nt thowina the rafts of depreciation relating to (a) Bombay mi lls ; and 

{h) Ahmeddbad mills. 
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APPENDIX XIL 


Uaduru Mills Company Limited. 


CIBCVLAB. 

With the removal of price contsrol and price stamping of goods, Governmeu. 
is exacting a Levy on ail Mills in the knowledge that Mill prices will be revised 
upwards, 

2, In common with other Mills we shall have to pay the Levy to Govenunent, 
and we are increasing our prices for all outstanding orders yet to despatch re¬ 
gardless of the contract month. The Levy apart, the prices agreed i!a January 
are now completely uneconomic owing to the very considerable rise in the pricea 
for ell Cottons, Indian and Imported* 

3, The increases are approximately 25 per cent, in the ease of Indian Tarns 
and 50 per cent in the case of Egyptian qualities. We enclose a complete list of 
our revised prices. Doubling charges remain unchanged but our revised Coning 
charges are Rs 2.|" per 10 lbs. up to and including 30s. and Rs. 31- for counts over 
30s. The previous Coning charges have been unremunerative for some time. 

4, It is now of no consequence whether goods are price stamped or not as 
all outstandings will be invoiced at the revised prices. 

We do not wish to hold up despatches and are therefore invoicing at the new 
prices forthwith. We shall be glad, however, if you will confirm our action oy 
wii’e on receipt of this letter. 

5, In this^general connectidH, we trust it will be appreciated that price 
control, once the yam had left the Mills, has been ineffective for sometime now, 
and we are aware that our yam has been selling at very large differences over 
the ex-mill prices agreed in January. 


For and on behalf of 

MADURA MILLS COMPANY LIMITED, 

For A. & F. HABVBT Lfci, 
Sd.|- 
Director 
Managers. 

ADVRA, 

21s* Aprs *43. 

(Tm Copy) 





MADURA MILLS COMPANY LIMITED 


Yarn prices. 


Coontff* 


Prices per 10 Ihe. 


Sin^rJe. [ Twofold. 


Indian Cotton — 

4s 

6s 

8b 

10s 

129 

X3« 

14s 

16s 

17fl 

18b 

198 

20a 

228 

24s 

268 

288 

30a 

328 

36a 

408 

428 

448 

Foreign Egyptian— 

608 carded 
80s combed 



Rs. AS. 

P8, ! 

Kb. as. 


13 

r, 

) 

14 

4 

0 

13 

10 

0 1 

14 

8 

<• 

13 

14 



12 

0 

14 

2 

0! 

15 

0 

0 

14 

6 

0 

I 15 

U) 

6 

14 

8 

0 

15 

12 

G 

.16 

1 

0 

16 

5 

G 

16 

a 

0 

18 

6 

6 

16 

10 

0 

18 

9 

1) 

16 

12 

0 

1 18 

13 

0 

16 

14 

0 

19 

0 

3 

17 

0 

0 

19 

3 


17 

10 

0 

20 

1 

0 

18 

0 

0 

i 20 

10 

6 

20 

0 

0 

32 

10 

G 
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Coning and | or cheesing charges 
including casepacking 


Rs. 2-0-0 per 10 lbs. upto and induding 
308. 


Rs. 3-0-0 per 10 lbs. over 30s. 


MADURA, 
21s< April ’48. 


For and on behalf of 
UADURA MRiLS COMPANY LIMITED, 
Pfo: A. & P. HARVEY Ltd., 

8d.i- 

managers 
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